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Exports and Prices 


OMESTIC demands for food and most other 
commodities are at new and apparently sustained 
highs. Some of this demand could not be immediately 
satisfied even if we refused to let any of the food 
produced leave the country. As it is, additional pres- 
sure on supplies caused by large shipments abroad are 
at least partly responsible for present price levels. 
The problem of how much of the price rise is attrib- 
utable to exports is not easily answered. Since foods 
are the major objects of present price concern, dis- 
cussion has concentrated on the importance of food 
exports. Yet foodstuffs are not by far our major 
export. As Table 2 discloses, finished manufactures 
made up our primary shipments abroad, both in 
1939 and today. While exports of crude and manu- 
factured foodstuffs increased 5% in relative propor- 
tion in August, 1947, over the monthly average for 
1939, they were still only 15% of our total dollar ex- 
ports. This group of commodities has risen more in 
price than the other categories. The only other major 
group with a proportional increase in exports greater 
than in 1939 was finished manufactures. 


OUTPUT DEPENDS ON IMPORTS 


These trends accord with what would seem to be 
the major needs of disorganized economies in Europe 
‘and elsewhere. With plants impaired and harvests 
bad, requirements are especially critical at each end 
of the productive process. Thus food is needed for 
labor, and industrial and transport equipment for 
the resumption of output. 

_ Although certain equipment is being shipped in 
greater volume than before the war the effect of this 

ovement is probably far greater on supply than on 
price. Prices of many finished manufactures (espe- 
y the intensively fabricated or the heavy durable 


variety) fluctuate less in response to temporary mar- 
ket forces than those of other products. Prices of 
goods which are determined more by cost analysis 
than by market forces have increased less than others. 

Increased exports in the more flexible price classes 
such as tires and cotton manufactures may have a 
firming effect on price. In cases where domestic mar- 
kets are thought vulnerable, exports of presumed sur- 
pluses tend to prevent home prices from falling. The 
same is true when production facilities are switched 
over to designs appropriate for foreign use. 


IMPACT ON PRICES 


Domestic prices, however, are not identical with 
export prices, since foreign buyers are often willing 
to pay a premium for much needed goods. Some 
producers are voluntarily rationing their sales in 
order to properly satisfy their established customers 
both at home and abroad, although their export sales 
may be more remunerative. 

The impact of exports on the prices of farm prod- 
ucts is more direct. First, they react in relation to the 
nature of commodity markets. The prices of prod- 
ucts bought and sold in commodity exchanges are 
set in circumstances which exhibit the classic require- 
ments of a free market—homogenous products, the 
absence of dominating buyers or sellers, practically 
equal knowledge of conditions and the means of rapid 
adjustment to them. Consequently, response to vari- 
ations in the relationship between demand and supply 
is immediate in terms of price. Furthermore, since no 
influence in the market is strong enough to exercise 
effective control, in times of continued pressure on 
supply, as at present, the upward drift of price is not 
cushioned. 

While this is the customary condition in commodity 
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exchanges, a new factor has arisen. Normally, pur- 
chases for overseas shipments would not be so large 
as at present and would be made by a number of pri- 
vate agents, each purchasing a relatively small share 
of the total at different times. This scattering of pur- 
chase tends to minimize the effect on the market and 
does not overpower any counter forces which might 
exist. Present buying for export, however, is concen- 


Table 1: Quantity of Farm Products Exported 
Compared with Total Domestic Production or 
Disappearance, First Half of 1947 


Source: Bureau of Agricultural Economies 


Exports! ae or| of Total 


Commodity isap- | Production 


pearance 
Foods 
Wheat, flour from wheat... 4 41.5 
Corn, corn meal.......... 2 7.0 
MRIGE poe lean eee ei A 42.9 
Meats (carcass weight): 
Beef and veal........... 6 1.6 
Lamb and mutton....... 6 0.6 
Porksn Marcacide wane tie 8 1.0 
Lard (as such). ....20000- 0 15.3 
Dairy products (all forms). 0 3.0 
Creamery butter......... 3.8 0.5 
Cheese (all types)........ 6 13.6 
Evaporated milk......... 15 10.0 
Condensed whole milk... . 2 26.8 
Dried whole milk........ 6 56.4 
Nonfat dry milk solids. .. . 2 16.8 
Eggs (all forms).......... 0 3.6 
Fresh fruits: 
All ertruis. coos n ators Mil. lb. 0 12.3 
Apples, pears, plums. ... . Mil. Ib. 0 12.6 
Dried fruits... 0. .ceenee Mil. lb. 0 99.5 
All canned fruits.......... Mil. lb. 0 12.4 
Canned fruit juices (except 
pineapple)..\..6.0 3000 os Mil. lb. 0 7.5 
Canned vegetables........ Mil. lb. 6 1.5 
POtatoes.J ish ncn ord terete Mil. bu. pa! 9.5 
Dry beans.2e 5. oo ee 1000 100- 
lb. bags : 17.9 
Dry peas: <nrmcees sa teneets 1000 100- 
78.4 
Fresh vegetables.......... 1.9 
Nonfoods 
Raw cotton (ex. linters)....|run. bales} 1,884.0 27.0 
Tobacco leaf (farm sales 
WEIP EArt sere ee 30.5 


1Excludes shipments to territories. For wheat, corn, lard, canned vegetables, 
potatoes, beans and peas, includes military shipments to foreign civilians. 

2Production of livestock products and disappearance of crops for all purposes, 
Preliminary estimates. i 

alncludes estimated farm and wholesale and retail slaughter. 

bFluid milk equivalent of all dairy product exports. 

eMilk production, including estimated nonfarm. 


trated in government hands. Two consequents fol- 
low. First, private traders receive notice of future de- 
mand through both general policy statements of the 
government and official announcements of export 
goals. Hence, traders have some assurance of constant 
or rising demand—and of at least a sustained level of 
prices. Second, government buying is in such great 
bulk that the sales on government account are enough 
in themselves to drive prices sharply upwards. 

This response of market traders has a secondary 


effect at the farm level. Wheat farmers, for example, 
are reported as withholding grain from the market— 
not in hope of higher prices but in order to reduce tax 
burdens. They calculate that their income for the 
year is already satisfactory, and that further receipts 
would increase tax imposts far more than net income. 
Since projected export programs seem to assure a 
continued high price for the grain during at least the 
beginning of the next calendar year, they withhold 
in the hope of a tax reduction or to provide an offset 
to uncertain income in the latter part of 1948. 

The size of present exports is also a factor. The 
quantity of food products exported lately has in many 
cases been an appreciable portion of domestic supply. 
As Table 1 discloses, wheat exports have been 42% 
of supply. A few others are as high or higher. A good 
number range from 10% to 25%. 


PERCENTAGE DOESN’T COUNT 


The short corn crop has been the base of much of 
the recent grain price advance despite the fact that 
exports will be reduced from the mere 7% level of 
the first half of the year. An underlying reason is that 
much of the country’s corn is used on the farm. 
Therefore, exports are small only relative to the total 
supply, but not to the amount that is offered for free 
sale.1 

Matching the percentage of food exports with the 
percentage of price increase reveals that there is little 
observable correspondence. Exports of selected item: 
in the 1946-1947 fiscal year as a percentage of 194¢ 
production are compared below with wholesale pric« 
changes from May, 1946, to May, 1947: 


% of Exports WhvleaieE ia 

to 1946 May, 1946- 

Production May, 19471 
Wheatis:c9.. lee Seah ce) eee oe 34.0 47 
CORN oss and 2 ae eee ee 3.5 28 
1 3 a Reg iy A an cai ais So 89.5 36 
Oleomargarmey.eg. fee ot ota wa eee 6.3 65 
Butters sean ths sks ete eis tus 4 30 
American cheese 54>. «ca bee eee 17.8 30 
Dry skintmilk,.. 2h oi.. wai See 87.2 -30 
Condensed: milkivts .0% «8heuieeeanene es 53.6 $2 
AlL Meats a. csc aah Ate tae eae 2.2 85 
Dry beausand peas. : 0. cos ese Gels 17.8 99 
Chicken viiater kien hae leer oes 6 5 
Potatoes and sweet potatoes............ ey | -3 

11926 =100. 


Price changes are preponderantly upward. Heavy 
exports generally seem to result in large price in 
creases, although the increases are not relative to th 
amount exported. Yet, while a large proportion o 
the dry skim milk produced is shipped abroad, ther 
has been a major price drop. Proportionately smal 


1For a fuller discussion of this point, as well as the influence of th 
timing of government buying on the commodity exchanges, see “In 
plications of Declining Prices,” The Business Record, April, 1947 
pp. 96, 97. 

*Source: Report of the staff of the Joint Committee on The Ecc 
nomic Report, 80th Congress, Ist Session, “Food Prices, Productio 
and Consumption,” 1947, p. 58. 
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exports of corn, oleomargarine, and meat have been 
accompanied by seemingly disproportionate price 
rises. 


Table 2: United States Exports of Domestic 


Merchandise 


Source: Bureau of Census 
Dollar Figures in Millions 


August, 1947 Monthly Average, 1939 

Economic loss—Total:...... $1,139.1] 100.0%] $260.3 | 100.0% 
Crude materials........... 121.3} 10.6 44.0 16.9 
Crude foodstuffs........... 66.6} 5.8 9.2 3.5 
Manufactured foodstuffs. .. . 108.0} 9.5 16.9 6.5 
Semimanufactures......... 164.7] 14.5 51.3] 19.7 
Finished manufactures. ..... 678.6] 59.6 138.9 | 53.4 


“While unquestionably food exports have con- 
tributed a considerable although indeterminate effect 
on the general food price levels in the United States,” 
the Joint Committee’s report states, “ . . . the basic 
factors in these price changes were domestic supplies 


(production, plus stocks) set against domestic de- 
mands plus exports. In the case of meat, prices would 
have been high without any exports. In the case of 
wheat, prices would undoubtedly have fallen to parity 
support levels.” 

The Bureau of Agricultural Economics comments 
that export demands have “generally helped to hold 
up” farm prices, and that they also have “materially 
strengthened” prices of wheat, rice, cotton, most types 
of tobacco, dry beans and dry peas. In accord with 
the Joint Committee, it points out that, without large 
exports, wheat would have required price support in 
1947. It makes out a similar case for dry peas. 

Despite large exports, the bureau says, supplies of 
nonfat dry milk solids, dried fruits and citrus fruits 
have been sufficiently great to reduce prices. 


Lawrence A, Mayer 
Division of Business Economics 


The Gold Flows in Again 


HE GOLD STANDARD, as traditionally under- 
stood, exists nowhere in the world today. And 
there is almost no movement back to a gold standard 
today as there was after World War I. Nevertheless, 
gold is nearly as important today as it ever was. 
Prior to World War I, the gold standard in a nar- 
row sense meant two things: a free gold market and, 
usually, the unrestricted conversion of gold and cur- 
rency. In a wider sense, the gold standard rested 
upon freedom from legislation restricting dealings in 
foreign exchange and gold. A state of approximate 
international economic stability was another prerequi- 
site. Further, the central monetary authorities would 
permit gold, which flowed in or out of a country in 
settlement of international indebtedness, to affect the 
credit base of the country. Lastly, political stability 
was needed. 


POPULAR IN TWENTIES 


_ The attempt to restore the international gold stand- 
ard in the Twenties was successful only in part. What, 
instead, came into being in this period was the gold 
exchange standard. This system permitted claims on 
gold standard countries to be counted as monetary 
reserves. It was essentially inflationary in character, 
and its use tended to eliminate the corrective move- 
_ ments accruing from the free flow of gold. By acquir- 
_ ing foreign exchange claims, a country could expand 
its credit base without causing any contraction in the 
country against which the claim was held. 
Countries on the gold standard had to hold in- 


creased amounts of gold as a result of the growth of 
the gold exchange standard. In recognition of this 
condition, they undertook to “sterilize” part of the 
gold inflow in anticipation of eventual withdrawal by 
the creditor nation. Central banks followed the 
practice of nullifying the movements of gold, some- 
thing not normally done before World War I. 


Table 1: Gold Reserves of the United States 
and of the World 
Source: Bank for International Settlements 
Millions of United States Dollars 


Total ba gies Percentage of 
End of Year = 


United States 


iirennrted = Sop 
Reserves 
EDGR en oka tars whe ee 3,900 10,200 38.2 
LOADS SO a ee A 22,700 33,500 67.8 
NN a hil tvickan ss 20,065 37,800 63.1 
5 Ce ee BR ir See 20,529 38,000 54.0 


1At $20.67 an ounce. For subsequent years, reserves are valued at $35 an ounce. 
2Not including gold held in the Exchange Stabilization Fund; $118 million at the 
end of September, 1946, $18 million at the end of December, 1945. 


Following the depression, most countries abandoned 
the limited gold standard established in the Twenties. 
Many types of restrictive practices grew up in the 
Thirties. Foreign exchange controls became increas- 
ingly popular. Bilateral clearing agreements, multiple 
currencies, and exchange stabilization funds were de- 
signed to lessen the dependence upon gold. Deprecia- 
tion and devaluation of currencies spread to all 
nations. 

In the middle and late Thirties, gold began to flow 
into the United States. While many factors were at 
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TABLE 2: UNITED STATES EXPORTS AND IMPORT OF GOLD, BY COUNTRY, 1942-1947 


Source: Federal Reserve 
In Thousands of Dollars at Approximately $35 a Fine Ounce 


First Half 1947 


1944-45 


—___ | _.__..... 
— | | | | | ——_— 


Belgium 7228) SA eee ie 


Other Latin American republics 
Philippine‘Tslanda!y4hce tee es mene ee 
Australia. highs docde -b eae eae en eanbtee 


Japan, 25 iv. ke nee eee oe eee ee eee 


94,601] ...... 


115,106 ¢} 


585,608 


466,770 | 1,055,338 


531,192 


Note: “These reported movements cannot always be interpreted as a gain or loss 
of gold wf the United States [or by the foreign country concerned]; gold imports 
may be placed under earmark in this country for foreign account while gold exports 
mer represent withdrawals of foreign gold held under earmark here.”—“Banking 
and Monetary Statistics,” published by Federal Reserve System. 


work, including our export surplus, the political in- 
stability in Europe was one of the important factors. 


HOLDS POSITION 


Despite its changing character over the years, gold 
still is the only universal medium of settling interna- 
tional indebtedness. It is also still used as backing 
for currency in many countries of the world, although 
its use for this purpose has constantly been losing 
ground. The International Bank and the Interna- 
tional Monetary Fund, when they were established at 
Bretton Woods, were based on gold. The agreement for 
the Fund states that the par value of each member’s 
currency must be expressed in terms of gold of the 
weight and fineness contained in the United States 
dollar of July 1, 1944. Other sections provide for the 
maintenance of the gold value of the Fund’s assets. 
When the currency of a member country is devalued 
or suffers depreciation upon the foreign exchange mar- 
ket, the member is obligated to pay to the Fund an 
amount of its currency equal to the reduction in the 
gold value of its currency. Furthermore, each member 
is required to pay in gold the smaller of: 

1. Twenty-five per cent of its quota; 
2. Ten per cent of its net official holdings of gold and 

United States dollars. 


Subscription to the International Bank calls for a 
2% payment in gold. Like the Fund, the Bank re- 
quires maintenance of the value of its currency hold- 
ings. 

Another indication of the continuing need and de- 
sire for gold can be found in the resumption of gold 
mining following the end of the war. Gold production 


pin teva 951,643, 


aThis figure includes $14,000,0C0 to China and $2,734,000 to other countries in 
February, 1947. ; 

bIncludes $33,728,000 from Russia, $55,760,000 to China, and $3,949,000 from other 
countries. 

cIncludes $133,980,000 to China and $509,000 from other countries in 1945. 


311,493 


steadily declined during the war to reach a low point 
in 1945. In 1946 production rose slightly. The annual 
rate of production in the first quarter of 1947 is still 
at about the 1946 rate; high operating costs have pre- 
vented gold mining from making any spectacular 
gains. 


GOLD RESERVES 


Reported monetary gold reserves of the world were 
valued at $30.2 billion at the end of 1946. Unreported 
reserves were estimated at $7.8 billion. Thus the value 
of the monetary gold in the world today comes to 
about $38 billion. Of this total, the share of the 
United States is about $21 billion, or 54%. Its share 
has been declining in recent years—in 1939 it was 
nearly 70%. 

At the middle of 1947, the proportion accounted 
for by the United States was approximately the same 
as in 1946, despite the huge inflow of gold into the 
United States in the first half. The decline in the 
United States share is accounted for mainly by an 
outflow of gold in 1944 and 1945 of nearly a billion 
dollars, while gold under earmark increased nearly 
$825 million. At the same time, gold production was 
augmenting the gold reserves of other countries at 
a time when almost no gold was being mined in the 
United States. 

It is difficult to say just how much of the gold re- 
serves of the world could be used for settlement of 
international liabilities without restricting the money 
supply of the exporting country. Undoubtedly only a 
small portion of the reserves could be used. In the 
United States, for example, only $1,028 million of the 
total gold supply of $21,766 million at the end of 
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August, 1947, was not used as monetary reserve; 
fully 95% was needed as reserve for our money sup- 
ply. If it became necessary for the United States to 
ship gold abroad in an amount greater than 5% of the 
total, the domestic money supply would eventually 
have to contract. 


GOLD PRODUCTION 


The production of gold in any one year is only a 
small fraction of the world supply of gold. In 1940, 
the year of greatest production, the value of gold out- 
put was only 0.5% of the reported monetary reserves 
of gold. Over half of the yearly production is ac- 
counted for by British Africa. Adding the output of 
the rest of the British Dominions brings the total for 
the British Empire to more than 60%. 

A shift has taken place in the proportion accounted 

1The contraction need not take place immediately upon a 5% 


reduction, since the gold reserve legal requirement is 25% as against 
an actual reserve ratio of 48% for the Federal Reserve banks. 


TABLE 3: 
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for by the main producing areas. From 1910 to 1918, 
the United States accounted for approximately 20% 
of the annual output. Since then, its share has con- 
sistently declined, except for a brief period in the 
latter part of the Thirties and early Forties. By 1945, 
the percentage had dropped to as low as 3.4. Can- 
ada and Russia have accounted for an increasing share 
of world production. Canada has increased its per- 
centage from 2.2 in 1910 to 13.3 in 1941 and 1942. 
Since then, the proportion has remained at about 10% 
of the total. Data on Russia, while not complete, 
show a decline from 7.8% in 1910 to a low of 4% 
in 1921. Soviet production has risen sharply and 
constituted nearly 15% of the world’s total in 1945. 


GOLD MOVEMENTS 


With the cessation of war, the United States be- 
came a net importer of gold once again. In 1946, 
about $311 million in gold was shipped to the United 


WORLD OUTPUT OF GOLD, 1910-1946! 


Sources: Federal Reserve; Bank for International Settlements; Treasury Department 


World 


As Per Cent of World Output 


Year Output y AY) 
(g00o) [United Statest] Canadst Latin | British Asia Australia | USS.R. | Rest of the 
Us, 455,239 Q1.1 2.2 9.0 38.54 6.1 14.46 7.8 9 
BORD pe 2 es oes wlaleracc.oed Srp 462,990 20.9 2.1 8.8 41.4¢a 5.9 13.06 6.9 1.0 
re 467,288 20.0 2.7 8.6 44.9 6.0 10.3 4.8 2.7 
Ne os he re 466,284 19.1 3.6 7.2 43.8 6.2 9.8 7.0 3.3 
OUD 447,608 ort 3.6 4.4 44.6 6.7 9.5 8.0 2.1 
URES. Sa 472,284 21.4 4.0 5.2 45.6 6.2 8.5 6.1 3.0 
AC EEN. Sic G oo) fase as 4» x 455,456 20.3 42 5.8 48.1 6.4 7.6 4.9 2.7 
EET tn EPR oS iis os 556 518, es aces 420,592 19.9 3.6 6.2 50.2 6.6 7.2 4.3 2.0 
POE RR MMI a 2 bc = «aie vices ws on wie 384,251 17.9 3.8 8.9 50.4 6.9 6.8 3.0 2.3 
LICUIUE TO od: SR es a 358,444 16.8 4.4 9.0 53.2 7.0 6.2 120 2.4 
UT ne 333,785 15.3 4.7 9.4 55.4 6.9 5.9 0.5 1.9 
CUO Ss oe 330,702 15.1 5.8 9.4 55.8 6.7 4.7 0.4 2.1 
Oss. ee 320,349 15.2 8.2 10.3 50.9 7.0 4.9 1.2 2.3 
US Dons ie: 368,897 14.0 6.9 9.0 56.0 6.0 4.0 5 Py 2.4 
LOSES ETS 2. 02 384,900 13.6 8.2 7.8 56.1 5.7 3.6 2.9 2.1 
LOS St ee eee 384,010 13.0 9.3 7.5 55.9 6.2 3.0 2.9 2.2 
OU RE 395,199 12.2 9.2 7.2 56.3 6.0 VA f 4.0 2.4 
Lo Pau oS en er 393,980 11.5 9.7 6.8 57.1 5.8 2.6 3.6 2.9 
UCU. ae. a 390,387 11.8 10.0 6.2 58.7 6.0 2.4 2.0 2.9 
NOG Pe ee ss os ce ev ets baie be 397,153 11.5 10.0 6.0 58.2 5.6 2.2 3.7 2.8 
OSD ho- bt oa eee 432,119 10.9 10.1 6.2 55.1 5.4 2.2 7.2 2.9 
SI Ae Na ares ad Asa 6)2 «ino, « wereve 460,651 10.8 12.1 5.7 52.4 5.8 Hef 7.4 $.1 
Ae ook is os ve sve perme ye 498,164 10.2 12.7 5.6 51.6 5.3 3.0 8.0 3.6 
EMR US Sy 525,071 10.1 BG 6.5 47.2 5.9 $3.3 10.6 4.7 
NNT Ie GIy alas 6 edie’ wide aie 958,033 11.3 10.9 7.0 42.2 5.7 3.2 14.1 5.6 
SETAE Se iak a 5s cue on ole 3 Syne 1,049,974 12.0 11.0 6.6 39.8 6.1 3.0 15.9 5.6 
Se ey rr 1,152,569 13.2 11.4 6.5 38.2 6.0 3.6 15.7e¢ 5.4 
Ty aS Se ee ee 1,229,140 13.7 17 6.6 $7.5 6.1 3.9 15.3 5.2 
BE eR ie ar one ores land ais Pere 1,319,617 13.5 12.6 rem 36.4 6.9 4.2 13.9 5.4 
Oe ee ee 1,383,705 14.2 12.9 430 36.6 6.5 4.2 12.6 5.5 
ENE oo SE a or 1,437,349 14.6 13.0 7.6 38.5 6.9 4.0 9.7 aT 
UE. aS Se en ere 1,410,000 14.8 13,8 ya 40.0 3.4d 3.7 n.d. nh fr 
Pe Hs oe Sia 5.0 sieves be 1,280,000 10.2 13:8 7.1 43.0 3.4d $3.2 n.d. 19.8 
_ 1943 PEED, <0 5.0 5 dceie's nu dawec 1,060,000 4.6 12.1 TG A 5.5 2.5 13.2 8.0 
UO es 980,000 by f 10.5 7.3 : 5.4 2.3 14.3 8.5 
OE ee 945,000 3.4 10.0 6.9 5.6 2.4 14.8 7.5 
UO 8 SS ence ee ‘ 963,000 5.9 10.3f 6.19 n.a $A n.a. 27.2 
1Gold valued at $20.67 Lard fine ounce through 1933; at $35 thereafter, eMint estimate. 


Includes Philippine Islands production received in the United States. 
‘Includes Newfoundland out; put ey less than $1 million in any year. 
- Includes South ritish West Africa. 

aTotal Africa, 


bTotal Oceania. 


dNot pangias 3 Japan. 

fDoes not include products of Sane pg 

gincludes Mexico, Colombia, Nicaragua, Peru, Chile, and Brazil. 
n.a, Not available. 

pPreliminary. 
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States. Up to August, 1947, another $750 million had 
come into the country—an annual import rate of 
$1,285 million. This gold is flowing into the country 
despite the huge credits granted abroad by the United 
States. As yet, however, the flow does not approach 
that of the late Thirties when the imminence of war 
scared gold into this country. 

The huge postwar inflow reverses the movement of 
the last two war years. Net exports of gold from 
the United States totaled approximately $950 million 
in the two years 1944 and 1945 when lend-lease was 
in full operation and the United States had to pay for 
its imports. In the two previous war years 1942 and 
1943, gold was imported into the United States to pay 
for supplies. 


Canada and South Africa have been the principal 
suppliers of gold to the United States both during 
the war and since. At the height of the war, in 1944- 
1945, when the United States was exporting gold on 
balance, these two countries continued to send gold 
here. In the first half of 1947, each of these countries 
sent nearly $300 million to this country. 

The principal recipients of gold from the United 
States have been the Latin American republics. In 
the period 1944-1945, Great Britain imported about 
$695 million. Outside these two cases, no other coun- 
try has been a large importer of gold from the United 
States. 

Frank GAsTon 
Division of Business Economics 


War Plants for Sale 


ORE than $17 billion was spent during the war 

by the Federal Government for industrial fa- 

cilities. Most of this plant and equipment was built 
and operated by private industry. 

With the war ended, the government faced the 
problem of liquidating an estimated total of $34 bil- 
lion of war surplus, a figure that included war plant 
facilities, and industrial and nonindustrial producer 
and consumer goods.! Its disposal would have a pro- 
found effect upon the economy. On one hand, the 
government sought to dispose of its investment so as 
to get the highest possible return. On the other hand, 


Congress specified that the disposal of the productive. 


facilities, in particular, must be made in such a 
manner as to foster and not hinder an orderly recon- 
version. The broad economic objectives of the pro- 
gram were to be those of increasing production and 
employment and of bringing an adequate return to 
the government on its investment. These basic ob- 
jectives would be nullified if forced or subsidized use 
of production facilities eliminated the use of equally 
efficient or more efficient private facilities. 

The framers of the Surplus Property Act considered 
it necessary for the disposal program not to run 
counter in any way to the government’s long-range 
program of “basic reforms in the structure of indus- 
try.” To this effect, it was decided that all sales and 
leases of surplus plants and sites must be made in 
such a manner as to “promote competition” and that 
preferential standing be given to certain classes of 
purchasers. Small business was to be given priority 
in sales second only to government agencies. 

1This estimate was made by the War Assets Administration during 
the first quarter of 1947. Earlier estimates ranged from $28.0 billion, 


made during the fourth quarter of 1945, to $33.0 billion, made during 
the first quarter of 1946. These estimates include nonsalable surplus. 


The competition requirement has had a general 
deterrent effect upon the sale and lease of plants, 
most of which are large. This requirement has thus 
precluded the highest possible return to the govern- 
ment on its investment. 


THE RECORD 


The surplus disposal program was undertaken orig- 
inally by the Reconstruction Finance Corporation, 
and then by the War Assets Corporation. The War 
Assets Administration, a separate agency, was set up 
on February 1, 1946, to deal with the problem. 

Of the real property constructed with public funds 
during the war, roughly $8.0 billion had been declared 
surplus by June 30, 1947. Real property valued at 
approximately $2.2 billion had been sold for a pur- 
chase price of $0.9 billion. This was at a rate of 44% 
on the reported original cost. Leases of property 
amounting to $1.1 billion were also made during this 
period.t 

Not all the $8.0 billion in real property is useful 
for industrial purposes. As of April, 1947, of the 
plants and sites fit for future use as industrial prop- 
erty, about $1.3 billion had been sold. These sales 
produced a return of $0.6 billion, or 44% on the orig- 
inal reported cost. Thus the return on industrial real 
property has been approximately the same as the 
over-all return on all surplus real property. Leases of 
industrial real property amounted to slightly under 
$1.0 billion during this period. 

Returns on sales are stated as a percentage of orig- 
inal reported cost, with depreciation not considered. 


1As classified by the War Assets Administration, real property 
consists of plants and sites, airports, farm and forest jane com- 
mercial and institutional property, housing property, grazing and 
mineral lands and shipyards. 
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As a result, it is difficult to judge the actual return to 
the government either in this form or as a percentage 
of reproduction cost, less depreciation. These plants 
were subect to abnormal depreciation as a result of 
excessive use and lack of repair parts and trained 
labor. Construction costs were inflated under war- 
time conditions and many plants were poorly designed 
for peacetime use. Estimated present replacement 
cost, consequently, is usually somewhat below the 
original cost. 

Owing to location, specialized design and other fac- 
tors, these plants may be convertible only to uses 
which prohibit purchasers from paying even reproduc- 
tion cost. 


RECONVERSION 


In accordance with the announced intention of the 
surplus disposal administration of keying the disposal 
program to the needs of the country in the reconver- 
sion period, the areas of shortest supply were serviced 
first. Important contributions to production were 
made by these converted industrial facilities, espe- 
cially in areas where postwar scarcity was most acute, 
as in steel, agricultural machinery, automobiles and 
other consumers’ durable goods. 

Former government-owned plants are turning out 
11% and 7%, respectively, of the total national out- 
put of pig iron and steel. These plants are furnishing 
employment to about 40,000 workers. 

Former government-owned chemical plants now 
produce from 12% to 30% of the national output of 


_ Table 1: 


Disposal of Industrial Real Property 
Source: War Assets Administration 
Cumulative to April, 1947; Dollar Figures in Thousands 


Reported 
Cost Realization 


Northeast..............] 296,384 | 153,636 82,368 
BOUERCESERT ace oes 50's 71,074 23,919 16,212 
East North Central..... 589,569 | 273,956 432,288 
West Central?.......... 68,441 27,954 266,719 
Southwest!.............] 54,492 40,289a 35,982 
Pacing... 5... -.| 268,741 78,447 143,136 

Motalsee,. 2... su... -- 11,848,701 | 598,195 976,705 


iArea titles are not strictly applicable—some overlapping exists. 

South Atlantic and East South Central states. F . 

*West North Central, West South Central, Colorado, New Mexico and Wyoming. 

4Mainly Texas. ve 

aConsists mainly of the sale of one plant for $35 million, a return of 89% on the 
reported cost. 
such products as synthetic ammonia, oxygen, ferti- 
lizer and chlorine. Surplus primary aluminum plants, 
now privately owned, are producing almost one half 
of the total national output of this product. 

Products and materials turned out by these former 
government-owned plants did much to break bottle- 
necks and sustain production. Construction of new 
facilities would have taken months or years, and the 


delay would have been costly. 


Sales of industrial property have been greatest in the 
Northeast, East North Central and the Pacific areas. 
Sales realization as a percentage of reported cost in 
these areas varied from 29% to 52%. In the East 
North Central area, the disposing agencies have sold 
or leased almost two thirds of the 251 plants declared 
surplus by May, 1947, a rate somewhat faster than 
the average for the nation as a whole. The plants 
already disposed of are, for the most part, readily 
convertible to private use, are well located with re- 
spect to markets and labor supply, and are capable 
of turning out needed postwar products. As a result, 
the percentage of sales realization to original cost in 
this area was forty-six, a rate slightly higher than 
for the nation at large. 

These same general conditions were also present 
in the Northeast area, and as a result the return was 
at the same rate of 46%. Generally, the government 
has been able to realize the greatest return in those 
areas affording the greatest supply of labor, transpor- 


Table 2: Disposal of All Real Property 


Source: War Assets Administration 
Dollar Figures in Thousands 


Sales 


Percentage 
Period aes aS peter Leases 
Coat )"| Realization | alee 
To end of fourth quarter, 
OARS ces Greaney 1,450,331 | 663,102 46 965,418 
1947 
AL NIVIE aie eanechin Geman Lae 89,680 27,641 31 57,768 
Hebruaryioe asa Aen 197,830 | 157,556 80 58,574 
Miarchy, 6 aha reise, | 124,828 27,400 99 35,965 
Quarter total. .... 412,338 | 212,597 52 152,307 
ENT EE i UR ED 133,656 31,142 23 Q1,474 
Sy. te etic eee 123,305 27,049 ry4 —22,036 
PDEs Oh Bee ERAN 4 39,934 7,675 19 9,391 
Quarter total....... 296,895 65,866 22 8,829 
Through second quarter, 
DATS Rahs coho. 2,159,164 | 941,565 44 1,126,554 


tation and other industrial facilities to private in- 
dustry. 

Although ‘much of the wartime shift of industrial 
facilities to the Pacific area has been permanent, sales 
of property in that area have brought a return to the 
government of only 29% on the original investment. 
An exception has been the rate of return in the South- 
west, where the sale of one plant for $35 million 
brought 89% of its original cost. 

The surpius disposal program has benefited from 
the general postwar prosperity. Since the end of the 
war, there has been a persistent demand by industry 
for plant and equipment. Because of shortages in 
labor, construction materiais, and machinery new 
plant and equipment have been scarce, and the gov- 


1The Northeast is composed of the New England and the Middle 
Atlantic states. The East North Central area embraces Kentu 
and Minnesota in addition to the five states usually included. Besides 
the three coastal states, the Pacific area includes Utah, Arizona and 
Nevada. 
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ernment surplus has been greatly in demand. How- 
ever, this demand has slackened materially as produc- 
tion has increased and as industry has begun to build 
new plants specifically designed and located to meet 
particular requirements. 

Businessmen are showing a preference for building 
their own plants and for purchasing new equipment. 
Private business expenditures for plant and equip- 
ment amounted to $13.5 billion in 1946, of which 
nearly 90% was spent in the construction of new 
plants and purchase of new machinery. Expenditures 
for used capital goods were only $1.6 billion, of which 
only half represented sales by the War Assets Ad- 
ministration. 

Business expenditures for plant and plant equip- 
ment are expected to reach $15 billion in 1947, an 
all-time record for a nonwar year. Expenditures for 
used capital goods, however, are expected to show a 
marked shrinkage in demand. Estimates for the first 
half of 1947 indicate expenditures of $370 million. 

For this and other reasons, the monetary return to 
the government from future sales may be appreciably 
less. The plants already disposed of may have been 
the most desirable from the standpoint of size, con- 
vertibility to peacetime use and distance from raw 
materials and transport facilities. Some of the unsold 
plants may have to be disposed of by demolition and 
salvage or abandonment. 


One solution to the greater resistance to sale and 
lease of larger plants has been multiple tenancy. A 
certain measure of success has been reported with this 
new program in several areas. The success of this 
program in any area, however, largely depends upon 
the availability of a local labor supply, nearness of 
markets and the existence of local enthusiasm for the 
project. This program, of course, continues govern- 
ment ownership of the properties. 

The dollar return to the government on disposal of 
war surplus fails to reflect such intangibles as the 
gift or sale, at nominal price, of facilities for educa- 
tional and public health purposes, including instruc- 
tional and research equipment. 

Return on this disposal has been relatively low, 
in keeping with the directive! that consideration be 
given to the public benefits accruing from the use of 
surplus property. A regulation order issued by the 
War Assets Administration states that the benefit to 
the United States from such use of the property is 
found to justify disposal at a price of 5% of fair value, 
representing approximate cost of disposition. 


Irwin ScHWIMMER 
JosEPH S, ZEISEL 
Division of Business Economics 
1War Assets Administration, Regulation 14, Order 7, March 8, 


1947, revising Order 7, January 18, 1947, and Amendment 1 to 
Order 7, January 27, 1947. 


Labor Payments and Net Income 


AGES and salaries comprised almost five eighths 

of the net income originated,! after corporate 
taxes, by private enterprises during the years 1929- 
1946.2 Including supplementary compensation, such 
as employer contributions to social insurance, the 
corresponding figure is raised to 64%. The remaining 
36% includes 18.6% for entrepreneurial income, which 
is largely a labor reward, 4.9% for corporate net in- 
come, after taxes, and 12.5% for interest and rent. In 
1946, total compensation of employees, accounted for 
64%, the same as the long-term annual average. 


1Net income originating refers to the United States Department of 
‘Commerce concept of national income and differs from net income on 
& profit and loss statement. The latter is equal to the gross receipts 
of a company or an industry less all costs, charges and expenses. 
Net income originating includes not only the net return to the com- 
panies (designated in the national income breakdown as “income 
of unincorporated enterprises” and “corporate profits”) but also 
compensation of employees, rent and interest payments. 

*Salaries and wages related to net income originating before corpor- 
ate taxes amounted to 59.6%. The wage-income percentages have 
been calculated for this article in two ways. First, salaries and wages 
were taken as a percentage of total net income ‘originating, (including 
corporate taxes). Second, salaries and wages were related to net income 
after taxes. On this basis, corporate taxes were deducted from the 
income statistics. In both cases, salaries and wages were left as 
reported in the net income distribution. 


The year-to-year fluctuation in labor’s share of net 
income originating is shown in Table 1. In periods of 
business contraction, salaries and wages account for 
a larger proportion of total income than in years of 
expanded activity.1 In the depression years of 1932 
and 1933, about 70% of the net income produced by 
all private industries combined was paid to em- 
ployees. 

As income originated increased during the war 
years, wages accounted for 55% to 57% when cor- 
porate incomes and excess-profit taxes are included 
in the net income totals, and for about 60% to 62% 
if tax liabilities are excluded.? In 1946, wages and sal- 
aries were fully 58% of net income, including taxes. 

The average relationship of wages to net income 


1A decrease in the share does not always mean a decrease in the 
dollar amount paid in salaries and wages. In depressions, corporations 
may pay out more than they receive; wages in such cases may 
ses fF py total income originating, e.g. manufacturing in 1932 
an F 


*Computation based on national income including corporate taxes 
overstates the proportion left to be shared by the other factors of 
production, particularly the return to the corporate sector during 
the war years when tax rates were high. 
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during 1929-1946 is shown by major industrial groups 
in Chart 1. The average annual percentage for those 
industries in which the corporate form of organization 
is significant, ranged from about 60% in the service 
industries to about 80% in manufacturing. In min- 
ing, transportation, trade and construction, wages ac- 
counted for 70% to 80% of net income originating. 
In contrast, less than 60% of net income produced in 
communication and public utilities, services, finance, 
insurance, real estate and agriculture was paid to 
labor. These general proportions represent the share 
of salaries and wages when they are measured in re- 
lation to net income either before or after taxes. 

The great diversity among industries in the charac- 
ter of their business organization and in the relation- 


Chart 1: Labor’s Share of Net Income 
1929-1946 Average 
Source: Based upon Department of Commerce Data 
; In Percentages 
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Note: In finance, insurance, real estate and agriculture, entrepreneurial income 
accounted for the major portion of net income originated since most businesses were 
operated by the proprietor or by partners. 


ship of capital to direct labor is reflected in these 
percentages. Many service enterprises are individu- 
ally operated or small-sized businesses. Therefore, it 
is likely that the major portion of their net income 
originated was compensation for entrepreneurial effort 
and risk. In public utilities, capital invested is large 
relative to direct labor; hence, interest on debt ac- 
counted for a substantial share of net income originat- 
ing. 

1A study of finer industry classifications would probably yield a 
greater range in percentages. 


The corporate type of business organization pre- 
vails in manufacturing and mining. In these indus- 
tries the importance of direct labor is not obscured by 
the income of the entrepreneur, which is a compound 
of labor and capital. Here, salary-wage payments 
account for more than three quarters of net income 
originated.1 The share of salaries and wages in the 
trade group is moderately above the all-industry aver- 
Chart 2: Proportion of Net Income Paid to 

Employees 

Source: Based upon Department of Commerce Data 
In Percentages 
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age. When this group is divided into wholesale and 
retail, employee compensation is a larger percentage 
of net income originated in the wholesale sector than 
in the retail sector. Although one-man businesses 
have been predominant in retail trade, particularly, 
the higher-than-average share of labor may be ac- 
counted for by the rise in the number of workers em- 
ployed. Proprietorships and partnerships employed 
about 1.3 workers per establishment in 1929. By 1939, 
the comparable figure was 2.4 workers. The number 
of employees increased even more in retail corpora- 
tions. In 1939 there were 11.7 employees per estab- 
lishment as compared with 8.6 employees per estab- 
lishment in 1929. 

Industries with the highest direct labor content 
generally paid a larger share of net income in salaries 
and wages during the latter part of the war and in 
1946 than in 1939. The general pattern was for the 
wage share in each industrial group to decline after 
1939 and then rise. However, there was no uniformity 
in the duration or the amount of the decline or of the 
subsequent upward movement. 

1Jn comparing labor’s share of net income originated in industries 
primarily composed of entrepreneurs with those predominantly 
corporations, it should be noted that the salary-wage total for the 
latter includes compensation of executives and salaried officers, 
while the payroll for noncorporate concerns does not include salaries 


or profits of proprietors and partnerships who perform supervisory 
activities similar to those of corporate executives or officials. 
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SALARIES AND WAGES AS PERCENTAGE OF NET INCOME, BY ORIGINATING INDUSTRY 
Source: Based Upon Department of Commerce Data 
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Construction 
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Manufacturing 


Percentage Based on Total Net Income, before Taxes 


Communication 
and Public 
Utilities 


Wholesale and 
Retail Trade 


Transportation 


73.1 71.0 71.9 52.8 52.8 
75.8 72.2 76.9 55.4 56.8 
86.9 73.7 82.4 53.6 58.1 
106.7 93.8 84.8 52.2 60.9 
103.5 98.2 83.0 53.0 60.2 
88.3 77.4 80.0 51.9 58.7 
81.2 73.5 79.8 52.2 58.2 
76.7 70.0 Tit 52.2 57.0 
75.5 68.4 78.3 53.0 56.9 
78.9 68.6 80.3 53.2 57.3 
75.7 69.0 75.5 51.3 67.1 
69.7 65.5 74.0 50.8 56.7 
66.0 64.9 68.9 50.7 54.7 
68.5 60.0 62.1 48.6 54.9 
71.0 55.5 61.8 48.2 55.4 
71.8 54.7 67.3 49.8 56.6 

73.0 4 

82.0 5 

15.5 3 


1920 5 DRA ee kee: OG 56.4 74.0 67.6 
1980), So Fr. eels seer 59.7 80.9 67.9 
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TOGA nak neue encase 62.3 78.3 71.6 
DAG Bese iit s nis eee tee ee 61.3 78.9 71.4 
TD46 JysAL tee aeaties de ae 61.7 80.3 71.1 
1929-1946 Average......:... 62.2 80.3 70.8 


’ Chart 2 shows salaries and wages as a percentage of 
total net income originating (including corporate 
taxes). The average annual percentages in mining 
and manufacturing were lower in 1941 and 1942 than 
in 1939. In each succeeding year, the percentage in- 
creased, and, by 1946, factory employees received 
76.399 of net income compared with 75.7% in 1939 
and 66% in 1941. Mining employees were paid 76% 
of total income in 1946, 65.8% in 1941 and 71% in 
1939. 

- The wage share in transportation continued down- 
ward through 1943. In 1945, wages and salaries were 
73% of net income originating, as compared with 
75.57 in 1939 and 61.8% in 1943. A higher wage bill 
coupled with a sharp decrease in corporate profits dur- 
ing 1946 resulted in salaries and wages rising to 82% of 
net income. The only other industrial group in which 
the share of wages in 1946 was well above the prewar 
and long-term rate was communications and public 
utilities. 


75.3 CRE 73.4 55.0 53.0 
77.4 72.6 77.9 57.5 57.0 
88.4 79.2 83.1 55.6 58.2 
108.7 94.4 85.5 54.5 60.9 
107.1 99.7 83.8 55.2 60.3 
91.1 78.6 81.2 54.4 58.9 
84.3 74.6 81.0 54.6 58.3 
80.3 71.4 79.0 55.0 57.2 
78.6 69.5 79.7 56.1 57.1 
81.4 69.4 81.5 56.3 57.5 
79.1 70.1 77.0 54.6 57.3 
75.6 67.2 76.3 55.6 57.0 
79.0 69.0 72.9 58.5 55.1 
82.1 65.3 70.5 59.4 55.8 
83.7 60.7 73.0 60.2 56.9 
83.5 59.8 77.6 62.2 58.0 
83.7 60.2 80.4 64.7 58.9 
84.3 63.6 85.1 67.4 58.5 
84.6 72.1 78.8 57.6 57.6 


The proportion paid to employees in both whole- 
sale and retail trade dropped sharply during the war 
years, as the difficulty of maintaining an adequate 
work force increased. Even in 1946, salaries and 
wages in relation to net income were about ten per-— 
centage points below 1939 percentages. 

When salaries and wages are related to net income 
after corporate taxes, (see Chart 2) labor accounts 
for a higher percentage of net income,! although a 
similar movement occurred over the 1939-1946 period. 
On this basis salaries and wages in 1946 were 84%, 
80% and 85% of net income originated in manufac- 
turing, mining and transportation, respectively, com- 
pared with 79%, 73% and 77% in 1939. 

GertTRuDE DrvuTscH 
Division of Business Economics 
1Although corporate profits are deducted from the net income 
figures, the amount of salaries and wages remains the same. Hence, 
the proportion accounted for by wage payments is larger when salaries 


and wages are related to net income after taxes than when they are 
related to net income before taxes. 
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Survey of Business Practices: 


Exports and High Production 


INCE midyear, foreign orders for manufactured 

products have been declining for a majority of 
producers cooperating in this month’s survey of busi- 
ness practices. They expect the trend to continue 
downward, barring additional government lending. 

For most exporters, the prospect of reduced ship- 
ments follows a period of rapidly rising foreign sales 
dating back to the war. Three out of four exporters 
report sales for the first six months of this year in ex- 
cess of the comparable period of 1946.1 These gains 
are not expected to be fully maintained peregont 
the remainder of the year. 

About half the exporters fail to express concern 
over the anticipated drop in foreign sales inasmuch as 
the domestic market is expected to provide an offset 
to any losses. For the others, either foreign sales bulk 
too large in total shipments or domestic demand has 
already fallen off. Some state that a switch to the 
domestic market could lose them their overseas organ- 
ization which has taken time and money to establish. 

Most exporters agree that government loans and 
aid to foreign countries would help to cushion the 
decline. However, they are not agreed as to the ad- 
visability of additional credits because of their infla- 
tionary effects upon our economy. Many would pre- 
fer to see foreign dollar credits built up through 
imports to this country. But they recognize the prob- 
lems inherent in locating at this time sufficient foreign 
products to close the $6 billion gap between exports 
and imports reported thus far this year. 


THE DROP IN EXPORTS 


Three out of five manufacturers representing thirty- 
three major industries report that new orders from 
abroad are undergoing a decline which they expect 
will extend at least throughout the remainder of the 
year. Only half of those failing to experience any 
losses foresee any likelihood of a rise in new orders 
during the immediate future. The others express the 
opinion that current volumes will continue to be 
maintained. Often, however, this means that losses 
in certain markets are being offset by greater demand 
elsewhere. One instance is reported of a shift to lower- 
quality products. 

Manufacturers of machine tools are the most pessi- 


_ mistic over the trend in foreign sales. With but one 


, 
‘ 


exception, executives reporting for this industry write 
of reduced business abroad. Other producers who 


1Export figures are in terms of dollars and hence reflect price 
changes as well as volume. 


foresee trouble ahead are manufacturers of chemicals, 
paper, hardware, textiles, rubber products and certain 
types of industrial machines. In no industry group 
is there a majority opinion looking to a continuation 
of export shipments at the high level which industry 
has been enjoying since the war. Frequently, fore- 
casts of sustained demand are predicated upon the 
belief that foreign governments will continue to clas- 
sify certain products as essential. 


Reducing Backlogs 


While a drop in new orders is forcing some manu- 
facturers to reduce export shipments, huge backlogs 
have enabled many to maintain rates of shipments 
prevailing during the first half of the year. Material 
shortages are frequently cited by producers as the 
reason for the delay in reducing backlogs. The influ- 
ence of backlogs on current operations can be found 
in the following excerpts from the letters. 


“There has been no slackening of export shipments. 
Orders have diminished perceptibly during the three 
months just passed. We are not certain whether the phe- 
nomenon is owing to our extended delivery schedule or a 
change in buying capacity. All markets exhibit the same 
aspects.” (Air-conditioning equipment) 


* * * 


“So far there has been no marked trend in foreign ship- 
ments either up or down, as we are shipping according to 
schedule each month against a large accumulated backlog 
of orders. We do not expect any appreciable change in 
foreign shipments over the next few months because of 
the accumulated backlog. But we do expect some falling 


Chart 1: United States Foreign Trade 
Source: Department of Commerce 
Millions of Dollars 


EXPORTS 
(INCLUDING REEXPORTS) 


0 
1938 1940 1942 1944 1946 1946 1947 


284 


THE CONFERENCE BOARD 


October, 1947 


off in incoming business from the countries most seriously 
affected by the dollar shortage.” (Industrial machinery) 


* * * 


“The value of shipments during the first eight months 
of 1947 is about the same as in the same period of 1946, 
but the backlog of orders on hand has decreased greatly. 
This factor—comparison of orders received with ship- 
ments—is more indicative of the export trend than ship- 
ments.” (Miscellaneous metals) 

* * * 

“Shipments of goods for export are about the same as 
for 1946. However, the amount of orders on hand today 
is far below that of a year ago and the prospect is for a 
continual sharp decline in receipt of orders from this 
source.” (Miscellaneous) 


* * * 


“So far this year, our exports are running at approxi- 
mately the same volume as last year. But there is a defi- 
nite tendency for them to fall off and the export inquiries 
are definitely less.” (Industrial machinery) 


* * * 


“Our foreign sales reached their postwar peak in May. 
Since then, there has been a drop of about 30% in quan- 
tity and a drop of about 35% in value. The level of the 
quantity of export sales in August was about 18% below 
the average for the first seven months of the year. This 
decline appears to be fairly general and does not appear 
to be restricted to just a few items. Even with the intro- 
duction of the Marshall plan, I expect the trend of ex- 
ports on a physical volume basis to be downward. If the 
Marshall plan is not adopted, the drop is likely to be more 


severe.” (Chemicals) 
* * * 


“The trend in foreign shipments this year is down 
slightly from last year. We expect a sharp drop soon 
unless foreign countries acquire dollars.” (Machine tools) 


Chart 2: Foreign Gold and Short-term Dollar 
Assets, All Foreign Countries, excluding U.S.S.R.! 
Source: Federal Reserve Bank of New York 
Billions of Dollars 
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1Only a part of the gold and dollar exchange is available for meeting 
balance of payments deficits, since a certain amount is required as 
reserves for central banks to support currencies; part represents 
credits owned privately which are not available; these reserves are 
not divided equally between countries. 


“The trend of our foreign shipments increased from 
January to May 1, 1947, but has been on the decline since 
May 1. Shipments in 1947 have increased over 1946. Our 
sales have increased in all foreign countries. Foreign ship- 
ments for the next few months are likely to be very much 
limited by currency restrictions in most foreign countries.” 
(Woolens and worsteds) 


THE DOLLAR SHORTAGE 


While recognized by manufacturers as not the sole 
reason behind the decline in exports, the dollar short- 
age is regarded as basic. Only a few of the traders 
experiencing difficulty fail to refer to a paucity of dol- 
lars. The prevailing attitude seems to be summed up 
in the words of this manufacturer: “The problem is 
not one of goods versus demand. It is a tremendous 
demand for goods versus falling supply of dollars.” 

In this hemisphere chief difficulty is encountered in 
South America, excluding Venezula. Some manufac- 
turers, however, report difficulty in connection with 
sales to Canada. Several manufacturers remark that 
they are not worried about that market inasmuch as 
their concern has a subsidiary in Canada. The fol- 
lowing quotations indicate the importance exporters 
attach to the shrinking supply of dollars throughout 
the world. 


“We note a downward trend in foreign business. The 
present shortage of dollar exchange, of course, is the big- 
gest factor which may cause an abrupt change in foreign 
orders in the coming months. The demand for our prod- 
ucts is still tremendous.” (Engines and turbines) 


* * * 


“The demand for the past few years all over the world 
has been tremendous, and in fact, far more than in former 
years. During the past six months restrictions have been 
imposed throughout the world which have eliminated 
many markets regardless of whether machines could be 
made available. There will be further restrictions because 
of the shortage of American dollars. This situation is a 
repetition of other years.” (Office equipment) 


* * * 


“The largest part of our foreign business has been done 
with Brazil and the Argentine. One adverse factor devel- 
oping in recent months in that field is the growing short- 
age of dollar exchange, which is slowing up payments from 
our customers.” (Miscellaneous) 


Ld * * 


“We expect that our foreign shipments will hold up for 
the next few months, but may show a slight decline there- 
after, depending largely upon the availability of dollars 
for payment.” (Miscellaneous) 


-. te & 


“We have found it necessary to restrict our activities 
in several Latin American countries because of exchange 
restrictions and licensing laws. All indications are that 
this business will further decline. If we are successful in 
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expanding our total export trade, it will have to be with a 
small number of select countries whose economy is still 
flourishing and where exchange restrictions are not an im- 
mediate prospect.” (Chemicals) 


IMPORT LICENSES SCARCE 


Virtually all importing is done under license today. 
Cooperators state that these licenses are becoming 
increasingly difficult to obtain and are now granted 
only for those products deemed most essential. Ac- 
cording to one exporter: “Nonessentials don’t have a 
chance.” The “essential list” has begun to grow 
smaller and some exporters report being refused li- 
censes for products that just a few months ago were 
permitted entry. This is how some exporters view 
the chances for their products: 


“Tightening of exchange restrictions abroad has so far 
resulted in few cancellations for us because our products 
are classified as essential by practically all foreign coun- 
tries. It should be recognized that considerable delay has 
occurred in the completion of arrangements for shipments, 
negotiations for import licenses, etc. We expect a reduc- 
tion of incoming orders from Canada, because of poorer 
crop results and also because of possible Canadian import 
restrictions. A reduction in new orders is likewise ex- 
pected from the United Kingdom, Sweden and Norway.” 
(Automotive equipment) 


Tt) * * 


“The equipment which we manufacture is new to world 
markets, and its acceptance has been fairly general wher- 
ever high labor costs are encountered. To date, our for- 
eign trade has not suffered from the various import re- 
strictions imposed by various countries. The equipment 
which we manufacture is widely used in construction, and 
we anticipate that exchange will be made available for it 
for some time in the future.” (Industrial machinery) 


* * * 


“The forward outlook does not seem to be at all good. 
Our foreign customers are desirous of acquiring our prod- 
ucts, but their governments refuse to permit them to 
make payments for products which are not basic require- 
ments for the maintenance of foreign national economies.” 


(Chemicals) 


* * * 


“We are in a rather favorable position as compared to 
our industry in general, because machines and tools are 
not of a sort manufactured abroad.” (Machine tools) 


* nat ed 


“The dollar shortage is clearly evident in South Amer- 
ica, with the single exception of Venezuela. Rigid import 
restrictions mean that imports are carefully graded as to 
essentiality. Restrictions will probably continue for some 
months to come, and indications are that even stricter 
controls will be imposed. Venezuela, on the other hand, 
appears to have an adequate supply of foreign exchange 
and has not yet found it necessary to impose any large 
seale import restrictions.” (Teztiles) 


Resistance is being encountered in the countries 


composing the sterling area. Exporters emphasize the 
much publicized British foreign trading program de- 
signed to reduce imports and stimulate exports. 
Experience of one manufacturer with the British 
seems fairly typical: “If it can be bought in the 
sterling area it will not be purchased elsewhere ” 
Two or three manufacturers report that their Cana- 
dian subsidiary is able to take up part of the slack 
in sales since the Empire preference extends to 
Canada. The experience of traders with the sterling 
countries is given below. 


* * * 


“The current economic crisis in Britain adds another 
unknown to an already confused business outlook.” 
(Instruments and controls) 


* * * 


“There should be no great changes in the next few 
months, except in the sterling area where new licenses are 
not now available for the future.” (Office equipment) 


* * * 


“We have only recently opened a new factory in Dun- 
dee, Scotland, for the manufacture of machines. This fac- 
tory, as well as other assembly facilities overseas, is of 
considerable importance in evaluating the future of our 
foreign business. These facilities contribute substantially 
to overcoming the problem of exchange shortage.” (Office 
equipment) 

* * * 

“Business with China may be severely restricted. Our 
dollar exchange rate with Britain may have some effect 
on orders from the Gold Coast of Africa. British restric- 
tions, however, are already so stringent that our business 
with Britain and the Colonies is far below par.” (Chemi- 
cals) 


EUROPEAN COMPETITION 


Although not yet a formidable factor, competition 
from foreign producers who are getting back on their 
feet is responsible for some of the losses sustained by 
a few exporters. Some companies not yet affected 
make reference to the potentials of foreign competi- 
tion. These conditions apply particularly to manu- 
facturers who are serving markets formerly supplied 
by Germany and other war casualties. Here is how 
competition from outside America is viewed: 


“Tt is essential for us to maintain a continual flow of 
mechanical goods and equipment where mechanization 
during the past few years has been by means of American 
equipment to Latin America. This flow must be main- 
tained unless we again are to be relegated by the British 
and other Europeans to a secondary position. Either we 
hold on to our gains and move ahead, or else we will slide 
back and have to start from the bottom all over again 
sometime in the future.” (Hardware) 


ee * 


“The significant change has been a decrease in new 
orders booked. This is true of all areas to which we 
export. One factor is that competing products of Euro- 
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pean manufacture are becoming plentiful in principal for- 
eign trading areas.” (Miscellaneous metals) 


* * * 


“Our Canadian business, while small in total, has in- 
creased about 100% in 1947 over 1946. The increase has 
come from customers who had previously been buying 
from England and who could no longer obtain supplies 
from that country. We expect that this business will prob- 
ably eventually revert to England.” (Miscellaneous) 


INVENTORY ACCUMULATION ABROAD 


One or two producers attribute their slump to an 
overbought position on the part of their customers. 
Some foreign representatives had overestimated the 
market so that current inventories do not warrant 
further purchasing at this time. Some foreign stocks 
are being liquidated slowly. But reduced customer 
demand is definitely not a major cause of lower sales. 
A manufacturer states as follows: 


“Tn addition to the reduction of the dollar exchange 
available for purchases in this market, we also believe 
that, to some extent, supplies of certain products have 
caught up with demand. As a result, there will be more 
discriminating purchases on the part of foreign buyers. 
Normally, under prewar conditions, some 10% to 15% 
of wur sales was made in export markets. Such volume 
is, therefore, very important in contributing to the over- 
all satisfactory results of operations. Our general experi- 
ence is that exports consist to a large degree of high- 
quality products.” (Electrical supplies) 


EXPORTS IN FIRST HALF OF °47 


In many cases the downtrend in foreign sales is 
from a relatively high level. With but one exception 
in ten, comparisons of export shipments during the 
first half of 1947 against the corresponding 1946 
period make excellent reading. Wide gains were 
shown over year-earlier levels, which in turn fre- 
quently exceeded 1945 peaks. Producers of machine 
tools, however, made a poor showing, with 70% 
reporting losses. 

Phrases describing gains during the first half of this 
year ran somewhat as follows: “considerably in 


United States Exports 
Source: Department of Commerce 
Value Figures in Millions of Dollars 


‘Total exports... rane oe oH 
Crude materials............ 


Crude foodstuffs............ +21.3 
Mfg. foodstuffs............. -5.1 
Semimanufactures........... +93.5 
Finished manufactures. . +93 .0 


1Except for crude Sain, and manufactured foodstuffs which touched their 
Lage 2 November and January, 1946, respectively, the postwar highs were reached 
in 
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excess of 1946 levels”; “greater than in any previous 
period”; “double the best prewar year”; and “volumes 
as large as we wish.” In analyzing these spectacular 
gains, some exporters are prone to regard the period 
as a “temporary one” and “in the nature of a boom.” 
This feeling is found in the following excerpts from 
letters. 


“Foreign shipments for 1947 are running double those 
of last year. However, we are looking for some reduction 
in certain phases of our business. We feel this is only a 
natural reaction to the boom which has been going on in 
the export market during the past twelve months or 
longer.” (Instruments and controls) 


* © & 


“Tt is well understood that the unprecedented demand 
which developed from abroad during the war years and 
has continued is of a temporary nature. When war- 
devastated countries get back into production this trend 
will level off.” (Miscellaneous) 


°° = 


“Exports in the next few months will decline as the 
dollar shortage increases. One of the territories in which 
we are interested is the Union of South Africa in which 
the effect of this factor is particularly noticeable.” 


PRIORITY TO HOME MARKETS 


Many manufacturers have imposed their own sys- 
tems of limiting the volume of sales shipped to for- 
eign markets. Foreign quotas are based partly upon 
historical experience with consideration given to the 
needs of domestic customers. Some exporters are 
chary about taking on new accounts, preferring to 
restrict themselves to established outlets. 

A few have foregone foreign shipments completely, 
choosing to cater to domestic demand. This procedure 
is regarded by them as patriotic for they believe that 
it will relieve the pressure on current prices. The 
practices and policies of some companies regarding 
the allocation of their products between home and 
foreign markets are illustrated by the following 
comments. 


“Our shipments can be increased to almost any volume 
we might choose. But our domestic demand has been so 
great that we have diverted to the export market only 
about what we do under normal conditions (5% to 
10%) .” (Steel) 


ee oe 


“The demand from foreign countries for our merchan- 
dise is fairly insistent, but we have followed the policy 
of supplying our domestic needs first. Our industry is 
unable to supply domestic needs, and has nothing left 
over for foreign shipment. Of course, we have taken care 
of those of our foreign accounts which consistently 
bought from us before.” (Food) 


1Under the required fo Control Act, fe bias xy export licenses are 
coe at for about 25% of the value of products shipped 
out of the country. 
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“The trend of foreign shipments for this year has been 
upward. This trend has, however, been changed by our 
own decision and not by the market demand. For the 
past two years either the foreign or the domestic markets 
could have absorbed our entire production.” (Industrial 
machinery) 


* * * 


“We allocate a certain percentage of our production for 
export—at present, 4%. Our export business is handled 
by a Webb-Pomerene corporation. They could supply us 
with orders for a very substantial percentage of our pro- 
duction if we desired them to do so.” (Lumber) 


Ry ae ee 


“Inquiries from foreign countries for our materials have 
been very heavy during 1946 and 1947. Because of scar- 
city of raw materials, tightness of labor, and facilities 
rather fully occupied by domestic business, we have not 
attempted to increase measurably the volume of our 
export business. It has, therefore, been necessary to 
decline to quote on a heavy percentage of export in- 
quiries.” (Nonferrous metals) 


OFFSETTING LOSSES ABROAD 


The effect of a complete or partial loss of foreign 
markets would differ considerably from company to 
company. Of the executives reporting, 53% believe 
that domestic sales could be expanded to offset the 
drop in export sales. Manufacturers of paper, automo- 
biles and parts, and industrial machines are strongly 
represented, although many of these exporters fore- 
see the home market providing only a temporary 
fillip. Machine-tool manufacturers, on the other hand, 
are nearly unanimous in their belief that no offset 
could be found for any slackening in foreign sales. 
Some producers indicate that although their foreign 
market is small they would not like to lose it. Several 
point to an expected reduction in over-all sales should 
their customers who cater to foreign markets experi- 
ence losses. 

To some manufacturers, smaller export sales would 
mean excess plant capacity, lower employment, and 
preclude prosperity within their company. In a few 
instances, producers would prefer larger foreign ship- 
ments as domestic demand has already begun to slide. 
These thoughts are embodied in the following 
comments. 


“Our company has no direct export business. A sub- 
stantial part of our product, however, is used by the auto- 
motive industry, and any effect a change in trend of 
foreign shipments would have upon that industry would 
affect us. As far as the automotive industry is concerned, 
it would appear that domestic demand would fill any gap 
created by falling exports.” (Automotive equipment) 


S UN 


“Present domestic demand could fill the gap which 
would be created by a complete cessation of shipments 
abroad. But after about a year, the domestic market 


could absorb only about 60% of the current production 
level.” (Industrial machinery) 


* * * 


“We look for domestic demand to provide a temporary 
means of filling the gap created by falling exports.” (Rub- 
ber) 

* * * 

“We cannot see any prospect of an increased domestic 
demand filling the gap created by a drop in export out- 
lets. Our dependence upon a relatively heavy export busi- 
ness has been caused, in my opinion, by the fact that 
the great expansion in manufacturing facilities during the 
war has created an excess supply of products for purely 
domestic consumption.” (Engines and turbines) 


* * * 


“Domestic demand for our products has already fallen 
off and we are presently at the stage which makes foreign 
sales fill in the gap created by the lack of domestic sales.” 
(Industrial machinery) 


* * * 


“We do not see any prospect of domestic demand fill- 
ing the gap created by falling exports despite the fact that 
at present we have a very large backlog of domestic busi- 
ness. When this backlog is gone, normal demand will in 
all probability not keep us operating on our present two- 
shift basis.” (Machine tools) 


* * * 


“T think there is a reasonable prospect that domestic 
demand may fill the gap created by falling exports. This 
does not eliminate a problem, however, of matching sales 
and productive capacity. Within the next few months we 
will have succeeded in filling our backlog of orders. We will 
then have a productive capacity to which we hope to 
build up sales.” (Office equipment) 


DEPENDENCE UPON EXPORTS 


Generally speaking, those manufacturers who are 
not greatly concerned with a drop in foreign sales 
export less than 10% of their product. Offsets through 
increased domestic sales become less likely when 
exports average between 10% and 15% of total sales 
and virtually impossible when the percentage is over 
15%. In the last category are slightly less than one 
fifth of the producers. About 30% report foreign sales 
averaging in the 10% to 15% bracket. The remaining 
producers feel that they are fully independent of 
foreign markets. 


Cyclical Importance 


Some prefer to hold on to foreign sales even though : 
they are small. “We like exports in bad times”; “Ex- 
port sales are small but profitable and sometimes we 
depend upon them”;—these quotations illustrate the 
philosophy of some who export in small volume. Re- 
viewing their company’s history, executives report 
export shipments to be a stabilizing factor. The im- 
portance and desirability of foreign markets as viewed 
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by a number of executives is indicated in the follow- 
ing comments. 


“Our company is dependent only in a small way on 
export business. But it has been profitable and useful in 
our current production.” (Steel) 


* * * 


“Only about 7% of the number of vehicles we produce 
is shipped overseas so that the foreign part of our busi- 
ness is not very large. However, what there is of the 
foreign business is extremely profitable, and we would not 
want to lose it.” (Automotive equipment) 


* * * 


“This year marks the first renewal of shipments to a 
few foreign markets that we have developed, namely, the 
Philippine and Hawaiian Islands. We look upon these 
markets as an opportunity to absorb any excess. produc- 
tion, which, however, we do not have now. We have made 
only token shipments into these markets in order that 
our trademark product may not entirely disappear.” 
(Food) 

* * * 

“Our shipments this year to date have been upward. 
However, we control shipments to foreign markets. This 
is on the basis of a percentage which has definitely proved 


to serve as a balance wheel or equalizer of trade cycles.” 
(Rubber) 


CHECKING THE DECLINE 


Many manufacturers believe that a return to two- 
way trading will provide the best solution to the 
downward trend in exports. According to these ex- 
porters, the dollar shortage stems largely from the 
failure of foreign countries to export sufficient vol- 
umes to this market. Some manufacturers who ana-: 
lyze tourist expenditures and other items in the bal- 
ance of payments, could find no major source of dollar 
exchange, except increased imports. 

There is a diversity of opinion regarding the meth- 
ods which should be used to step up our foreign pur- 
chases. Some suggestions concern a change in our 
tariff policy. It is recognized that reduced tariffs will 
work a hardship on some producers. The success of 
this approach is questioned by one manufacturer who 
feels that tariff cuts as deep as appear to be neces- 
sitated by our huge export surplus “could wreck our 
industry.” Because of the size of this surplus and 
adverse conditions prevailing in many European 
countries, many exporters favor some type of foreign 
credits. These exporters are careful to emphasize the 
need to “follow through” on all loans so that they will 
be directed toward increasing the borrowers’ produc- 
tive capacity. Meanwhile, one manufacturer suggests 
that we expand our purchases of strategic raw mate- 
rials. 

Henry E, Hansen 
Joun H. Watson, III 
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ECONOMIC FACT OR FICTION 


Do Profits Make Prices High? 


This is the first of a series in “Economic Fact or Fiction?” which 
will be available in pocket-size reprints. Single copies will be available free. 
Quantity prices will be furnished wpon request. 


IGH or “scandalous” or “outrageous” or “exor- 

bitant” profits are widely believed to have con- 
tributed significantly to the rising prices all consum- 
ers pay. An examination of labor literature, testi- 
mony of consumer witnesses before the current Con- 
gressional hearings on the high cost of living, radio 
forums and even letters to the editor would quickly 
supply a wealth of similar adjectives. Evidently con- 
sumers are convinced that a substantial and increas- 
ing proportion of the dollars they spend is being re- 
tained by American corporations. 

In part, this belief stems from the view that profits 
are high, even in more normal periods. Polls have 
shown that wage earners believe their employers re- 
tain 10 cents to 25 cents or more of the sales dollar. 

In good part, too, the dimensions of profits in per- 
centage form are carried over from impressions cre- 
ated in the conservative press and the financial jour- 
nals by the statement of profits as a percentage earned 
on net worth or on original investment. The layman, 
or the hasty reader, may keep in mind and apply 
these percentages to corporate sales or the revenues 
of business, forgetting the much smaller base of in- 
vestment or net worth. But in 1946, the sum total 
of corporate activity as reflected in sales was nearly 
$100 billion greater than the corresponding net 
worth of all corporations. Profits when related to the 
dollar volume of corporate activity, or in more pertin- 
ent form the cumulative total of consumer purchases, 
yield sharply lower percentages. 


Table 1: Profits in the Sales Dollar, 1929-1946 


Source: Department of Commerce 
Dollar Figures in Billions 


Corpora te Profits! As % of Sales 


Year 
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1Excluding industrial division of finance, insurance and real estate. Since a 
part of their receipts is in the form of property income, the inclusion of sales 
for these industries would be misleading. 
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If the dominant field of interest is the cost of the 
commodity or the price at which it is purchased, it 
would seem logical and important to relate profits 
to these significant totals. If, on the other hand, the 
immediate interest is confined to the return or reward 
to stockholders, the problem is more logically shifted 
to the basis of net worth or investment. 

The Congress of Industrial Organizations in its 
most recent analysis of corporate profits prefers to 
stress only the global aggregate of profits, with some 
supplementary consideration of profits as a share of 
national income.1 The American Federation of Labor 
in June likewise stressed its conclusion that “a com- 
pany’s profits are best measured on its invested capital 
or net worth.”? Again in July, data were cited on the 
profits earned on net worth in cotton textiles and 
clothing manufacture leading to the conclusion that 
“this story of high prices, high profits and low produc- 
tion could be repeated in many instances.’”* In neither 
of these two major labor publications is there refer- 
ence to the relation of profits to sales. 

What are the facts about profits as a proportion of 
the sales dollar? They can be readily determined from 
official statistics recently released by the United 
States Department of Commerce.* Total sales of all 


Table 2: Distribution of Profits Earned by 


Corporations! 
As % of Sales 
Item 

1929 1941 1946 

Corporate profits before taxes......... 6.2 9.4 7.9 
Corporate profits after taxes.......... 5.4 5.2 4.7 
US ohne 20 ee ete Sean 3.6 2.4 Je 
Undistributed corporate profits... . . 1.8 Ret 2.6 


1Excluding finance, insurance and real estate. 


corporations in this country, excluding financial, in- 
surance and real-estate transactions, are estimated at 
$245.5 billion for 1946. This includes not only the 
consumer’s dollar spent for finished products at cor- 
porate retail stores, but also all corporate sales of 
semifinished and raw materials in that year. 

How much profit was there in the quarter trillion 
dollars in goods and services corporations sold last 
year? According to the official figures, corporate prof- 
its, before federal and state taxes, which must be paid 
on corporate earnings, totaled $19.5 billion. Stated 
in percentage terms, the combined total of all cor- 
porate earnings before taxes was therefore about 8 
cents on each dollar of sales. It should be obvious 
from this comparison that if corporations were to 
forgo all profits and, in addition, the government were 


1Economic Outlook, July, 1947. 

*Labor’s Monthly Survey, June, 1947, p. 5. 

3Tbid, p. 5. 

4See “National Income,” Supplement to Survey of Current Business, 
July, 1947; corporate sales by industry, p. 41; corporate profits before 
taxes for corresponding industries, p. 30; corporate profits after 
taxes, p. 31. 


to forgo all taxes on corporate income, the net reduc- 
tion of consumer prices or cost of living would be only 
modest. 

Furthermore, as shown in Table 1, corporate mar- 
gins on sales in 1946, before taxes, were substantially 
lower than in years of rigid price control or of deter- 


Table 3: Profits as Percentage of Sales, in 
Manufacturing and Distribution 


Source: Based upon Department of Commerce Figures, Supplement 
to Survey of Current Business, July, 1947, pp. 30-32, 41 


Profits after Taxes 
as % of Sales 


Industry 
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1941 


1946 


Masufactiring cas 2 F0 -tanree ses See te ss O23 khG 2) | 5a 
Food and kindred products............... S/2.1 95.5.) rand 
Tobacco manufactures..............'..... 9.97)" 6:5) “Si8 
Textile-niill products..... 7.00.22. . opens) Bee NP BUT Vy Os0 
Apparel and other finished fabric products..| 1.3 | 2.4] 4.7 
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mination of “reasonable profit margins” by renego- 
tiation of war contracts. Thus in 1943, the corre- 
sponding margin was 10 cents and in 1944, 9.2 cents 
per dollar of sales, as compared with 7.9 cents in 1946. 
In 1941, the last prewar year with relatively high 
employment, the sales margin was fully 1.5 cents more 
than in 1946. The official figures also reveal that the 
“margin” was higher last year than in 1929 or 1939, 
before taxes, but corporation taxes today take a high- 
er toll of corporate income than in those years. 

How much of the sales dollar was retained by cor- 
porations after the prior lien of government upon cor- 
porate earnings had been satisfied? (Few consumers 
or labor journals would argue that the rate of cor- 
porate taxes should be further reduced.) In 1946, 
federal and state governments took $8 billion from 
corporate income to help meet the increased cost of 
government. This was equivalent to 31% of all direct 
taxes collected in that year. 

The official figures show that corporate profits, 
after taxes, in 1946 totaled $11.5 billion This repre- 
sented slightly less than 5 cents per dollar of sales. 
Profit per dollar of sales was slightly higher than in 
1942-1945, because of the elimination of high excess- 

See footnote, Table 1. 
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profits taxes. But the amount retained by corpora- 
tions in 1946 was 0.5 cents less per dollar of sales than 
in 1941 and 0.7 cents less than in 1929. 

How much of the less-than-a-nickel profit per dol- 
lar of sales was actually retained by corporations 
after payment of dividends to stockholders and how 
does this compare with previous years? About 2.5 
cents of their customers’ dollars were set aside by 
corporations for future expansion, as an offset to 
higher replacement cost of inventory, plant and equip- 
ment in present markets, or against unknown con- 
tingencies. This was about the same as in 1941, but 
higher than in 1929. 


Profits on Cost of Living Items 


The official figures permit development of corre- 
sponding percentages for specific industry groups, 
including those particular industries most directly 
concerned with the manufacture of items which bulk 
large in the family market basket (see Table 3). 
For all corporate manufacturing—and virtually all 
manufacturing enterprise is corporate—profits (after 
taxes) were equal to only 5 cents per dollar of sales in 
1946, or well over a cent less per dollar of sales than 
in 1939 or 1941. Profits for food manufacturers were 
only 4 cents per dollar of sales; tobacco, 3.8 cents; 
and apparel manufacturers, 4.7 cents. The tobacco 
profit margin was cut from nearly 10 cents in 1929 to 
slightly less than 4 cents in 1946. In contrast, the 


Earnings and Hours 


OURLY earnings of the production workers in 
the twenty-five manufacturing industries sur- 
veyed by THe Conrerence Boarp rose from June to 
July and were at a new peak level for the seventeenth 
consecutive month. All the other averages—real 
hourly earnings, actual and real weekly earnings, 
actual and nominal hours, employment, man hours 
and payrolls—declined over the month. 

The decline of 1.2% in actual weekly earnings from 
the peak level of June was the first in this series since 
the drop in May, 1946. After rising for three months, 
real weekly earnings, or actual earnings adjusted for 
changes in the consumers’ price index in terms of 
1923 dollars, dropped 2.1% from June to July. In the 
latter month, they were 30.4% more than during 
August, 1939, the last month before the start of the 
war in Europe. 

Employment turned downward in April, 1947, after 
showing a definite upward trend since the end of the 
war. By July, it was 18.9% below the peak level of 
November, 1943. But payrolls, which were also at 
their highest point in that month, were only 8.7% 
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profit margins on textile-mill products were 9 cents in 
1946, 2.2 cents in 1929, and 5.7 cents in 1941. 

Profits are also a minor fraction of the sales dollar 
in distribution, although this margin moved sharply 
upward during the war and in the initial postwar 
years. Corporate retailers in 1946 earned 4.2 cents 
after taxes, while in wholesale trade the profit spread 
after taxes was 2.6 cents. Preliminary estimates for 
the first half of 1947 reveal that the retail margin has 
been cut sharply in the face of rising expenses and a 
declining rate of increase in sales. In most other areas 
total profits as well as profits per dollar of sales seem 
to have increased substantially in 1947. 

What significance does this analysis of profits in 
terms of the sales dollar have for the consumer faced 
with high living costs today? In some areas, as in 
textiles or lumber, profits comprise a sharply higher 
percentage of the sales dollar than before the war. 
In the main, however, profits are not a substantially 
large proportion of the consumer’s dollar nor are they 
significantly higher than they were either under price 
control or under the market forces when supply and 
demand were in much better balance. 

Popular as it may be to assign the villain’s role in 
the price bulge to “unconscionable profits,” official 
data offer strong evidence to the contrary. 


Martin R. GarnsprucH 
Division of Business Economics 


in Manufacturing 


Wage-rate Increases and Workers Affected 
Source: Tar Conrmrence Boarp 
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lower in July, since they are affected by weekly earn- 
ings as well as employment; and weekly earnings have 
risen 12.7% since November, 1943. 


Exizasetah P, ALLIson 
Statistical Division 


October, 1947 


BUSINESS RECORD 291 


Business Highlights 


HE summer softness in the economy has largely 

disappeared, giving way to increased fall activity. 
Business conditions in July, moreover, were poor in- 
dicators of the general trend of activity, owing to 
mass vacations and interruptions, or threat of inter- 
ruption, in coal and steel production. 

Longer-term policies of buying and firm pricing for 
longer-term commitments are particularly evident in 
textiles. Bank borrowing by manufacturers and dis- 
tributors in soft goods lines are said to be at record 
high levels in anticipation of a big season. Manufac- 
turers of cotton textiles report sales calling for. capac- 
ity operation during the rest of the year, with some 
orders scheduled for the first quarter of 1948. Retail- 
ers who had held out for lower prices last year found 
that they had missed the market. Style pressure and 
consumer acceptance of a new level of prices hold 
promise of large sales in the fourth quarter. 


INDUSTRY GAINS 


Industrial gains in September and reports of in- 
creased productivity are bolstering business senti- 
ment. Estimates of the Federal Reserve index of in- 
dustrial production (1935-1939=100) indicate Sep- 
tember activity at, or slightly above, the August 
level of 182. Although considerable recovery was reg- 
istered from the July low of 177, the August index 
was still more than 4% below the March high. An 
approximate distribution of the total decrease from 
March to July, and the total rise from July to August, 
based on the relative weight of each component of the 
index, appears in Table 1. Durable goods manufac- 
. tures shared somewhat equally with nondurable goods 
in the decline, while minerals accounted for 9% of the 
over-all decrease from March to July. The recovery 
in August, however, primarily reflects increased activ- 
ity in the nondurable goods field. This index com- 
ponent from July to August increased only 3%, but 
when weighted for relative importance in the over- 
all picture, production of nondurable goods caused 
47% of the month’s rise. Textiles and minerals each 
accounted for 29% of the August increase, and iron 
and steel 14%. 


RETAIL SALES 


Business is fairly optimistic as to retail sales in the 
fourth quarter, particularly of soft goods. Retail trade 
economists anticipate an increase in department store 
sales of about 3% in December over last year in dol- 
lar volume and slightly higher total retail sales. Elim- 
ination of regulation W, it is expected, will bolster sale 


of hard goods and luxury items. Persons less optimis- 
tic fear a rise in rent, and particularly food, leaving a 
smaller portion of the consumer dollar available for 
general retail sales. 

Retail sales in August were 12.5% above January 
in dollar volume. But the margin of increase from 
January to January was 17.1%, while the August-to- 
August increase was only 3.1%. (See Table 2.) Durable 
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goods sales (dollar one have up consider- 
ably better than sales of nondurable goods. Compared 
with the same period last year, durable goods sales 
were 15.8% higher in August of this year, while sales 
of nondurable goods decreased 2%. The narrow 
year-to-year margin of difference in August resulted 
in part from a sharp and temporary spurt in buying 
last year and from abnormally warm weather this 
year, which deferred fall sales. 

Unit sales, however, are expected to decline con- 
siderably, with some estimates as high as 20% below 
a year ago. When adustment is made for price 
changes, it becomes evident that retail sales have re- 
mained consistently below last year. In July, the 
last period for which such data are available, unit 
retail sales were less than 3% below last year, com- 
pared with a decrease of 6.4% in June. 

Business confidence results in large meaure from 
the outlook for continued high income and high 
employment for the fourth quarter of the year as 
compared with the hesitancy which characterized the 
same period last year. Employment in nonagricul- 
tural establishments in mid-August reached 42,558,- 
000, an increase of 400,000 from July. Manufacturing 
employment rose more than 300,000, reversing the 
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general downtrend that began early in the spring. 
New orders for the fall season were greatly respon- 
sible for the addition to the payrolls of 127,000 in 
the textile-apparel-leather group (employment in 
apparel and other finished textile products rose above 
the postwar high in March). 

Seasonal upswings also occurred in tobacco, paper, 
publishing and chemicals. While employment in- 
creased in every major nondurable industrial group, 
there were declines in several durable goods indus- 
tries; namely, electrical machinery, transportation 
equipment and automobiles. 


TIGHT LABOR MARKET 


The man-power shortage is particularly acute in 
major industrial areas. High farm demand, the new 
school term with record attendance, seasonal activity 
in some nondurable goods fields, and housing condi- 
tions have recreated wartime labor difficulties in some 
localities. In the automobile industry, even at the 
present relatively low production rate, the tight labor 
market is sharing the spotlight with steel. The Hud- 
son Motor Car Company is conducting a daily press 
and radio campaign to attract qualified workers, and 
General Motors is sponsoring a contest on “Why I 
Like My Job.” To ease the situation, women are 
being employed in greater number—in some plants at 
record wartime levels. A high rate of turnover and 
absenteeism is further complicating the employment 
picture. 

Personal income and weekly earnings will continue 
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high. Wage-rate advances in the iron and steel and 
nonferrous industries have maintained weekly earn- 
ings in manufacturing close to record highs. (See 
Table 3.) In August, average weekly earnings were 
$49.29, or $.08 below the June postwar peak in both 
the durable and nondurable goods sectors. Slight ad- 
vances occurred in average hourly earnings, which in 
August stood at $1.314 and $1.158, respectively. Nor 
has income been high only in manufacturing. Total 
personal income in July reached an all-time peak of 
$196.9 billion, seasonally adjusted at an annual rate 
(latest months available), which included wages and 
salaries at 11% above July a year ago. 

Meanwhile, wholesale prices continue their upward 
climb. From August 23 to September 20, every major 
commodity group rose in price. The greatest increase 
occurred in food (5.8%). Farm products ran a close 
second with a rise of 4.6%. Commodities other than 
farm and food products rose 1%. In the one week 
ended September 20, oils and fats, and cattle feed rose 
6.7% and 5.8%, respectively. 


CORN PRICES HIT PEAK 


The wholesale price of corn hit a new postwar high 
on September 10, when prices reached $2.67 a bushel. 
Steers were priced at $29 a hundredweight on the 
same day. Hog prices reached the top one day later. 
By September 29, corn had dropped ‘$.204 a bushel, 
hogs $1.75 a hundredweight and steers $.50 a hun- 
dredweight. Then the upward trend began again. 
In late September, wholesale wheat prices were stead- 


TABLE 1: INDUSTRIAL PRODUCTION IN SELECTED MONTHS 
Sources: Federal Reserve; THe ConrerENce Boarp 
Percentage of Total Change in Index Attributable to Each Group; Index Numbers: 1935-39 = 100 
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1Computed by weighting each component by its relative weight as established by the Federal Reserve on the basis of value added by manufacture. 
aPetroleum and coal and printing and publishing were the only industry groups which registered an increase from March to July. 
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TABLE 2: RETAIL SALES 
Source: Department of Commerce 
Millions of Dollars % Increase over Year Ago Millions of 

1947 Dollars % Change 

Total Retail Retail Sales! Over a Year 
Retail Sales Durable Nondurable ye Sal ig a Durable Nondurable ae eens Ago 
DOBUAT WEE ee. ese be ees 7,838 1,620 6,218 17.1 46.2 11.3 4,539 -3.0 
February............ 7,464 1,584 5,880 16.1 49.4 9.5 4,322 —4.0 
March. 8,746 1,860 6,886 17.0 46.8 11.0 4,936 -5.1 
taj So er 8,822 1,988 6,834 14.5 39.0 8.9 4,979 6.5 
ZA is 2 ee 9,280 2,102 7,178 asl 30.7 13.6 5,240 8.7 
UO a 8,764 2,078 6,686 13.3 33.7 8.2 4,904 6.4 
July.. 8,566 2,071 6,496 ph Bie 28.6 7.2 Re. -2.9 
VATE Ta a ee ee 8,820 2,050 6,770 $.1 15.8 —0.2 Sek 


1Adjusted by retail price index (1935-39 =100) of the Department of Commerce. 


ily approaching the peak of $2.932 a bushel reached 
on May 28. On the futures market, December wheat 
sold for $2.9125 a bushel and July wheat for $2.67— 
the highest prices on record for contracts of delivery 
in those months. 

The upward trend in wholesale prices was reflected 
in increased food costs to the consumer, thereby ne- 
gating some of the rise in earnings. The trend of real 
weekly earnings in manufacturing (Table 3) has fluc- 
tuated almost from month to month since early 1946. 
In August, the latest period for which data are avail- 
able, real weekly earnings were 33% above the pre- 
war average for 1935-1939, but 2.9% below January, 
1946. Actual earnings, meanwhile, rose almost steadily 
to 113% above the prewar four-year average. 


INTERNATIONAL DEVELOPMENTS 


Meanwhile, international developments in Septem- 
ber tended to overshadow all other news items. Lack 
of raw materials halted industrial production and poor 
crops raised the specter of hunger. The program of 
economic cooperation formulated by the sixteen west- 
ern nations represented at Paris is aimed at putting 
Europe on its feet by 1951. Including about $3.1 bil- 
lion expected from the International Bank for pur- 
chase of machinery and other productive equipment, 
total aid is now estimated at $22.44 billion for the 
four-year period. 

The trading deficit with the Unted States is placed 
at approximately $15.81 billion divided in the follow- 
ing manner (in billions): 1948, $5.64; 1949, $4.27; 
1950, $3.28; 1951, $2.62. 

Interim aid has also been asked by Secretary 
Marshall to prevent the collapse of Europe, particu- 
larly France and Italy, before the Marshall plan can 
become effective. It has been estimated that between 
$580 million and $800 million will be necessary. 

The total amount of grain available in the United 
States is considerably less than in the year ended 
June 30. In spite of a record wheat crop of 1,409 mil- 
lion bushels this year, total grain supply is 753 million 
bushels below last year. Oats and grain sorghum crops 
were smaller, but most of the decline was in the corn 


yield, which was 884 million bushels below last year’s 
crop. Secretary Harriman, chairman of the Presi- 
dent’s Committee on Foreign Aid, has estimated that 
500 million bushels of wheat and flour, and as much 
as 70 million bushels of corn and other grains should 
be exported. This would compare with 396 million 
bushels and 175 million bushels, respectively, ex- 
ported last year. The Department of Agriculture has 
estimated that only 400 million bushels of wheat will 
be available for export. 

Secretary Harriman’s estimate allows as little as 
100 million bushels of wheat for carry-over and 287 
million bushels for livestock feed. The minimum 
carry-over necessary will be determined by reports on 
progress of new crops, but latest indications are not 
favorable. The moisture, considered ideal last year, 
is not sufficient for planting in many areas of the 
southwest. 

Conceivably, a bad crop year could require a larger 
proportion of available stocks for carry-over than is at 
present anticipated. 


WHEAT PROBLEM DIFFICULT 


The problem of the amount of wheat necessary for 
feed is difficult to determine because the use of wheat 
for this purpose is related to the price of corn. De- 
spite the high price of corn, the Committee on Foreign 
Aid believes that farmers will feed only 287 million 
bushels of wheat to farm stock. This would be 87 
million bushels more than last year. Other estimates 
have run as high as 400 million bushels. 

Several plans to assure shipment of minimum food 
supplies and stabilize prices at home are now under 
consideration. Although Secretary Harriman has 
stated that the department has “acquired very little 
wheat during recent weeks in which prices were ad- 
vancing sharply,” fluctuations in the grain market can 
be traced to reports of increased or decreased govern- 
ment purchases. Greater emphasis on food other than 
grain, increased or sliding-scale margins on transac- 
tions in futures contracts, and voluntary decrease in 
food consumption may help solve the world food 
shortage. 
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Table 3: Real Weekly Earnings in Manufacturing 


Source: Bureau of Labor Statistics 
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Month Price Index| Earnings 
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Actual 100 

1946 January.......... $41.15 177.8 129.9 136.9 
February......... 40.58 175.4 129.6 135.3 
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CDIVALYs sicie'. o 21s! 47.29 204. 4 153.2 133.4 
Mavens cesasrae ects 47.69 206.1 156.3 131.9 
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Mayit aoe. aanian 48.46 209.4 156.0 134.2 
JUNE ania! cose 49.37 213.4 157.1 135.8 
JOl ys swon eae ey ate 49.03 211.9 158.4 133.8 
August Jokes ann 2 49.29 213.0 | e160.3 132.9 


efEstimate based on Consumers’ Price Index compiled by Taz ConrmrENcE 
OARD, 


The Citizens Food Committee, under the chairman- 
ship of Charles Luckman, president of Lever Broth- 
ers Company, plans an all-out drive for food conserva- 
tion both within industry and in home consumption. 
President Truman, in cooperation with the Citizens 
Food Committee, has asked the American people to 
observe meatless Tuesdays and not to use eggs or 
poultry on Thursday. Our per capita food consump- 
tion this year is estimated to be 17% above the pre- 
war average for 1935-1939. (Per capita consumption 
for selected food products is presented in the accom- 
panying chart.) 


AID FOR INDUSTRIAL RECOVERY 


The report of the sixteen nations aims at achieving 
with our aid the following by 1951: (1) expansion of 
electricity output by nearly 70 billion kwh, or 40% 
above 1947, and a growth of generating capacity of 
25 billion kwh, or two thirds above prewar; (2) de- 
velopment of oil-refining capacity in terms of crude 
oil by 17 million tons or two and a half times the pre- 
war level; (3) increase of crude steel production by 
80% above 1947, or to a level of 55 million tons (10 
million tons above 1938); (4) increase of coal output 
to 584 million tons, or to 145 million tons above the 
1947 level and 30 million tons above the 1938 level. 

European recovery is particularly dependent on the 
third and fourth goals. Unofficial sources estimate that 
$400 million worth of iron and steel, at July 1 prices, 
would be required of the United States in 1948. 
Owing to lack of more information, no official or in- 
dustry estimates have been revealed of the amount of 
steel this represents, nor of the effect on the economy. 
Direct finished steel exports in the first half of 1947 
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totaled 2,086,200 tons, according to the American 
Tron and Steel Institute. This figure compares with 
3,026,771 tons for all of 1946. After October 1, export 
orders are to be screened by requiring applicants for 
licenses to report the destination of the product. This 
is intended to assure allocation. 

Meanwhile, steel supply continues tight in domes- 
tic markets. The railroad employees’ strike which 
shut down four Carnegie-Illinois Steel Corporation 
plants in September caused a loss of about 180,000 
tons. The effect of this will be felt for some time. 
Inventories on hand in most cases are below normal 
when measured against demand. Most plants con- 
tinue to have a backlog of four to five months and the 
flat-rolled steel demand-supply situation was reported 
in some instances to be the worst yet this year. At 
the end of September, the industry was operating at 
94.4% of capacity—the highest since early August. 
This compares with 97% for the weeks starting March 
24 and June 2, the peaks for the year. During the 
strike, the operating rate dropped to 84.3% and 89.4% 
for the weeks ended September 8 and 15. 

The American Iron and Steel Institute has esti- 
mated that consumers will receive one third more 
steel this year than in 1946, but, owing to greater 
demand, the situation has not improved. Wholesalers 
and distributors received 16.8%, the largest share of 
steel shipments in the first half of 1947. But some 
finished steel quotas from mills during the fourth 
quarter will be cut from 10% to 50% owing to the 
recent strike. Recipients of 13.4% of total shipments 
in 1946, the automotive industry did slightly better 
(14.6%) in the first half of 1947. Lack of sheets and 
strip caused shutdowns in the automobile plants in 
the third quarter and improvement in the fourth 
quarter is not expected. As much as one full month’s 
quota may be cut from the supply of some consum- 
ers, in order to eliminate backlogs created by third- 
quarter strikes. 

Rose Nawicu 
Division of Business Economics 


Business Forecasts 


e The long expected recession has now been postponed in 
most forecasts to at least the early part of 1948. Confidence 
is strong for sustained high levels through the fourth quarter, 
but business continues to be cautious. Greater optimism 
results from reports of large government expenditures for 
overseas shipment, and continued strong domestic demand 
with high employment and peak incomes. The National 
Association of Purchasing Agents reports that although 
80% of buyers are still buying on a hand-to-mouth policy 
or for not further ahead than ninety days, the trend is 
swinging to a policy of buying ahead for longer periods. 
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@ Industrial production in the fourth quarter will be main- 
tained at the August level of 182 (1935-1939=100) , accord- 
ing to estimates made by Standard and Poor’s. The index is 
expected to decrease from 183 in October to 181 in Decem- 
ber, which would be comparable to output in December, 
1946. Steel production will continue, they expect, substan- 
tially above last year and will increase from 6.9 million tons, 
estimated for September, to 7.2 million tons in November. 


This compares favorably with 7.3 million tons produced 


in May, peak for the year. Following previous patterns, 
December output may decline to 7 million tons, which would 
still be 21.5% above the same month a year ago. 


© The forces chiefly responsible for the present boom, ac- 
cording to Dr. Charles O. Hardy, staff director of the Joint 
Committee on the Economic Report, are: (1) the great ex- 
pansion of purchasing power; (2) strong consumer demand 
for durable goods; (3) export demand; (4) willingness to 
spend freely; and (5) a high level of investment. Said Dr. 
Hardy late in September before the National Industrial 
Conference Board: “I do not see that any of these factors 
has spent its force nor do I see any new factor working 
against them.” 


e Walter E. Hoadley, industrial economist of the Federal 
Reserve Bank of Chicago, believes that prospects are good 
for maintaining consumer and business incomes, expendi- 
tures and employment at or near current levels well into 
1948. “Since consumer buying depends primarily upon in- 
come,” says Mr. Hoadley, “and the prospects are good that 
dollar incomes will remain at present or higher levels for the 
next six months or more, fall and Christmas buying seasons 
should compare favorably with last year.” 


e Alfred P. Sloan, Jr., of General Motors, places particular 
stress on durable goods. “You can’t have an industrial de- 
pression when the capital goods industries are busy.” A pos- 
sible minor recession, however, would involve “certain ad- 
justments in price and production where they are out of 
line.” 


e A poll of 3,500 members of the New York Credit Men’s 
Association reveals anticipation by four out of every five 
members of a business recession beginning in the second 
quarter of 1948. More than twenty industries and services 
in and around New York City were polled by questionnaire 
in September. High prices, excessive inventories, consumer 
resistance, lack of capital and labor difficulties are among 
the reasons back of the prediction. 


e Heavy backlog of durable orders coupled with peak dis- 
posable income will maintain business for another year, 
believes Dr. Jules Backman, of New York University. In 
spite of high food prices and rising rents, Dr. Backman sees 
no possibility of major recession at least through the Spring. 


e Government economists are in agreement with general 
business sentiment. The President’s Council of Economic 
Advisors in their third quarterly report are reported to state 
that the momentum of the postwar boom had not spent 
itself. Dr. Edwin G. Nourse, council chairman, described 


the tenor of the council’s report as a midway course between 
predicting a bad depression and contending that the situa- 
tion was rosy. 


© Miscellaneous—Expenditures for plant and equipment are 
leveling off, according to the quarterly report of the Securi- 
ties and Exchange Commission and the Department of Com- 
merce. Exclusive of agriculture, business expects to spend 
$4,020 million in the last three months of the year, only 
slightly below the $4,070 million planned in the third quar- 
ter, the postwar high. Considerable optimism is reflected 
in the upward revision of plans made for expenditures. 
Estimates for the second and third quarter of 1948 have 
been increased $380 million and $300 million, respectively. 
Should business plans materialize, expenditures in 1947 will 
be 26.2% above last year. Industrial plant expansion for 
1948, based on a field survey for Standard and Poor’s, is 
expected to decrease about 15%. 


Passenger-car production will not exceed 3,750,000 units 
this year and will continue short of demand for three to five 
years, it was predicted early in October by M. E. Coyle, 
executive vice president of General Motors Corporation. 
“We believe we will have difficulty in increasing our rate 
of production materially until the last half of 1948,” he 
added. He thinks that 4,500,000 units will be turned out 
in 1948, which would compare with 4,587,400 produced in 
1929. 


The outlook for construction costs vary. The Associated 
General Contractors of America foresee “costs for most 
types of construction throughout the country inching up- 
ward, with the national trend toward higher wages and 
prices. In an inflated economy, construction costs cannot 
return to prewar levels unless the nation suffers an economic 
catastrophe.” Mr. Miller, newly elected president of the 
Producers’ Council, is more optimistic. “Costs seem to be 
stabilizing,” said Mr. Miller. Although “we face another 
round of freight-rate increases and possibly wage increases 
in other industries that will further boost the cost of our 
raw materials and component parts, nevertheless there are 
healthy forces working to reduce the cost of building.” 


Total gross farm income for 1948 and 1949 has been esti- 
mated by a leading manufacturer of agricultural machinery. 
As reported by Standard and Poor’s, gross farm income is 
expected to decline from $26.3 billion in 1947, to $21 bil- 
lion in 1948 and $16.5 billion in 1949. This compares with 
$25.3 billion received by farmers in 1946. 


Production of fats and oils may reach record peacetime 
levels, according to preliminary estimates of the Department 
of Agriculture. 


“A balance between supply and demand of market pulp 
will be reached by early summer of 1948,” says Hugo H. 
Hanson, president of the Association of Pulp Consumers, 
“Sf demand and production of paper continues at present 
rates.” 


Ross Naiwicu 
Division of Business Economics 


Selected Business Indicators 


Item July, 1947 | August, 1946 | 8 Months, 
tes tc | 1046 to 
August, 1947 | August, 1947} 8 Monten 
Industrial Production 
Total (FRB)'(8); i081, coe 1935-89=100 |p  182]r 177 184 185 +2.8 42.2] 412.0 
Manufacturing (FRB) (S)........ 1935-39=100 |p 188 ]r 184 191 191 +2.2 +2.2 +12.3 
Durable goods (FRB) (S).......|| 1935-89=100 |p 11 ]r 208 218 218 +1.4 +1.4} 619.9 
Steel< 2c ceases ace eeie ae 000 net tons 6,989 |r 6,571 6,969 7,329 +6.4 +0.9 +36.6 
Pig tron:..he<ceusetee 000 net tons 4,917 |r 4,585 4,810 5,081 +7.2 +0.4 +41.4 
Copper (refined)..............|] net tons 88,052 | 94,605 | 103,448] 108,464 6.9] 447.8} $1484 
Tead (refined); , Gu. oasis on 3 net tons 46,409 46,012 45,235 53,822 +0.9 +30.0 +54.6 
Zing: (slab)iscccce estes aerate net tons 66,852 69,128 70,990 73,970 -3.3 +11.9 +13.6 
Glass containers.............. 000 gross 9,476 |r 8,877 9,619 10,578 +6.7 -11.1 +4.7 
Tauntiber: se; sae e ich neers million bd. ft. n.a. 2,728 2,821 2,938 -3.3b -0.9¢ +10. 1a 
Machine tools’, hic). xdeee aon 000 dollars p 18,520 |r 18,924 94,383 25,791 2.1 -31.2 -9.3 
Machinery (FRB)...........- 1935-39=100 |p = 271 268 Q75 273 = lel +6.7 +21.8 
Transportation equip. (FRB). .|| 1935-39=100 || p 216 |r Q17 233 224 -0.5 -10.7 0.3 
Automobiles, factory sales**.. .|| units 261,159 279,631 | r 307,124 284,357 6.6 +5.6 +106 .2 
Nondurable goods (FRB) (S)....|}| 1935-39=100 || p 169 | r 164 168 170 +3.0 +8.0 +5.4 
Cottony.35c8 en teetine tone bales 710,601 677,489 | 728,251 827,234 +4.9 -16.9 +1.0 
Wool ein cncatevee Soeerrenine million poun n.a. 46.4]r 54.4]r 57.6 -14.7b -15.8¢ -3.1d 
Rayon yarn?) on accor million poun 62.9 }|r 62.4 54.7 59.5 +0.8 +2.8 +9.0 
Food prod., mfd. (FRB) (8)... 1935-89=100 |p  157|r 155 155 155 +1.3 46.8 +4.2 
Chemicals (FRB) (S)......... 1935-39=100 |p 258 252 250 253 +0.4 46.8 +7.9 
Newsprint, North American. ..|| short tons 480,321 479,973 453,031 486,399 +0.1 +2.6 +7.4 
Paperis:.c tence ees Cae % of capacity 104.2 93.5 106.0 106.2 +11.4 -0.5 +3.1 
Paperboard ;aancen dette % of capacity 99 90 101 101 +10.0 0 +4.6 
Boots and shoes*.............. thous. of pairs n.a. |p 33,810 |r 34,131 36,404 -0.9b -8.7%c -16.0d 
Cigarettes (small)?............ millions 29,060 29,549 29,097 25,068 -1.7 +0.4 +4.7 
Mining (FRB) (S)............... 1935-39 =100 || p 150 |r 141 148 152 +6.4 +4.2 +9.9 
Bituminous coal.............- 000 net tons p 51,020 |r 39,866 |r 47,500 | r 56,484 +28.0 6.7 +17.7 
Anthracite) sas diss <b odeaire sas 000 net tons |p 4,994 |r 4,084 4,609 4,549 +22 .3 -8.0 -7.9 
Crude petroleum!,............ 000 barrels n.a. 5,137 5,099 5,033 +0.76 +4.4¢ +4.8d 
Electric power’, ............-00055 million kwh 4,907 4,603 4,657 4,596 +6.6 +11.2 +16.1 
Coustruction®200.. .ceuceteonive 000 dollars 823,216 660,254 605,070 674,657 424.7 +21.1 6.7 
Heavy engineering—Public’........ 000 dollars 47,681 54,183 66,317 46,466 -12.0 +17.9 +8.6 
Heavy engineering—Private’....... 000 dollars 55,693 50,664 62,977 56,466 +9.9 -17.9 -10.5 
Distribution and Trade 
Carloadings, total™*............-.: thousand cars 910.5 849.3 877.6 875.1 895.4 +7.2 +1.7 +9.9 
Carloadings, miscellaneous*........|| thousand cars 398.4 374.5 386.3 380.9 387.9 +6.4 +2.7 +8.2 
Retail trade (NICB) (S)........... 1935-39 = 100 n.a. 987.2 291.5 291.6 240. 6a -1.5b +19.4¢ +24.7d 
Department store sales (S).........]| 1935-39=100 |p 281 287 289 291 290 2.1 -3.1 +7.1 
Variety store sales (S)............- 1935-39 = 100 199.0 197.5 192.7 194.9 197.0 +0.8 +1.0 +5.9 
Rural retail trade (S).............. 1929-31 = 100 n.d. 333 .0 315.8 318.6 294 2a +5.4b +13 2c +15. 5d 
Grocery chain store sales (S)®....... 1935-39 = 100 301.0 305.2 314.8 313.0 267.4 -1.4 +12.6 +87.5 
Magazine advertising linage........ thous. of lines 4,132 3,377 3,418 4,332 4,704 +22.4 -12.2 4.1 
Commodity Prices 
All commodities (BLS)®............ 1926 =100 p 153.6]p 150.6|r 147.6 147.1 129.1 +2.0}] +19.0] +29.7 
Raw materials: ons. ocmencle een 1926 =100 p 167.0|p 165.3 160.2 158.6 145.7 +1.0 +14.6 +26 .0 
Semi-manufactured articles....... 1926 = 100 p 149.5 |p 147.0 145.9 144.9 111.9 +1.7 +33 .6 +40.0 
Manufactured products’.......... 1926 =100 p 147.6 |p 144.0 }r 141.7 141.7 123.9 42.5 +19.1 +830.3 
Harm products: he.) ¢ did nassestee 1926 =100 p 181.7 |p 181.4 177.9 175.7 161.0 +0.2 +12.9 425.5 
Poods= 3. kts 2m Wiser Beles eeumier 1926 =100 p 172.8|)p 167.1 161.8 159.8 149.0 +3.1 +15.6 +38.0 
Sensitive industrial (NICB)®........ 1929=100 160.4 155.4 149.3 148 .2 113.2 +3.2 +41.7 +47.6 
Sensitive farm (NICB)®............ 1929=100 215.6 208.6 202.9 196.9 188.2 +3.4 +14.6 +33.0 
Retailiprices! widen ctor ce ees 1935-39 = 100 n.a. 179 FP oc Liveon 156.3. +0.66 +15.0c¢ +20.6d 
Securities 
Total stock prices (Standard & Poor’s)|| 1935-39 = 100 124.5 126.0 119.1 115.2 146.4 -1.2 -15.0 -17.2 
Tndustridls..</...<.vi00 cee ool aes 1935-39 = 100 130.2 VESTA | 194.1 119.0 150.4 -1.1 -13.4 -16.2 
Ralrondsie cea See eee 1935-39 = 100 105.2 108.2 97.6 95.1 147.1 -2.8 28.5 -82.1 
Utilities: .<oekiaar atmos 1935-39 = 100 101.4 102.2 100.8 102.0 125.3 -0.8 -19.1 -16.8 
Total no. shares traded N.Y.Stock Ex.!| thousands 21,584 |r $2,055 22,676 26,864 28,334 ~-32.8 -24.0 -33.9 
Corporate bond yields (Moody’s). . .|| per cent 2.80 2.80 2.81 2.79 2.73) 0 +2.6 +3.4 
Financial Indicators 
Bank debits, outside New York City} million dollars 46,717 49,178 _r 49,265 |r 47,464 43,683 -5.0 +6.9 +12.9 
New capital corporate issues........ 000 dollars 148,132 483,242 517,009 210,667 354,302 -69.3 -58.2 +33.3 
Refunding issues.................. 000 dollars 147,305 123,226 210,657 $17,498 97,607 +19.5 +50.9 -56.7 
Comm., industrial and agric. loans***! million dollars 12,259 11,860 11,757 11,891 9,259 +3.4 +32.4 n.a. 
Total personal income (S)**....... billion dollars n.a. 196.9 r 195.1 191.5 179.0 +0.9b +10.0¢ +11. 90 
Money in circulation, end of month.! million dollars 28,481 'r 28,149 © 28,297 28,261 28,448 +1.2 +0.1 +0.6 


_ ,_SAdjusted for season variation ‘Shipments Consumption; cigarette consumption measured by tax-paid withdrawals 
in data prior to 1944 Sb ee ly _*Average weekly  ®F. W. Dodge Yer News-Record—average weekly  *Grocery and combination chain store 

September, 1946, the Bureau of Labor Statistics carried motor vehicles’ prices at April, 1942, levels, In October, 1946, current prices were reintroduced. On April, 1942, levels, the May 
indexes for All Commodities and Manufactured Products would have been 145.2 and 138.7; June, r145.6 and r1$8.6; July, 1148.6 and 1140.8; August, 151.3 and 144.0. 19140 center: 
aJuly,1946  bPercentage change, June, 1947, to July, 1947 _ ei escontans chenes July, 1946, to July, 1947 dPercentage change, 7 months, 1946, to 7 months, 1947 eEstimatec 
Copper, — free through March, 1947, all sources beginning April g than 05% —_n.a.Not available pPreliminary § rRevised *Value as traffic indicator subject t 
variations in length of haul and amount loaded. _**New series. Automobile production data discontinued. Earlier data on factory sales available on request. Commercial, in 
and agricultural loans reported by member banks in leading cities revised to increase and improve coverage. 


Excludes reconstructed pay shoes includec 


ui 
r bank se and in Revised data unavailable priot to July, 1946. Total personal income, season 
= adjusted _ annual rates, replaces national income payments. Total personal income is current income received by persons from all sources, exclusive of transfers. Earlier data avail 
able on request. 
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Slow Rise in Inventories 


ANUFACTURERS’ sales, inventories and or- 

ders continue to remain at levels unprecedented 

in peacetime. However, the movements during July 

followed the patterns of prewar years. Factory clos- 

ings for vacation periods added greatly to the seasonal 

downswing, while continued shortages of steel slowed 
up production in certain industries. 

The inventory accumulation during July amounted 
to less than $90 million, bringing the end of month 
figure to $22.7 billion. This was the smallest increase 
in value since the period of rapid inventory accumu-~ 
lation began a year ago. 

The relatively small change in the over-all value of 
stocks obscured a diversity of movements among the 
various stages of fabrication. Stocks of finished goods 
continue to rise, although the increase was about one 
third below the average monthly increment for the 
early part of the year. After a decline in June, the 
value of purchased materials on hand advanced 
slightly to the same level as in May. Stocks in this 
category have remained at about the same level since 
February. A drop of $100 million in inventories of 


goods in process was the first decline in more than 
eighteen months. 

The concentration of the inventory rise among the 
durable goods industries continued through July. 
These industries added $122 million to their stock 
piles, but a decline in soft goods inventories brought 
the net increase for all manufacturing to less than $90 
million. 

The index of manufacturers’ shipments decreased 
by 7.5% during July to 270 (1939=100). The dur- 
able goods industries, with an index decline of 11.1%, 
accounted for four fifths of the decrease in value of 
deliveries. Each of the major industries in the group 
reported a smaller volume of sales. Average daily 
shipments of the transportation equipment industry 
were about 20% lower in July than in June, while the 
machinery and nonferrous metals groups were re- 
spectively 14.4% and 11.8% below the previous 
month. The value of sales by the nondurable goods 
industries was slightly below that for June. When 
the additional working day in July is taken into ac- 
count, the daily average value of sales of every major 
industry in the group declined except for petroleum, 
where there was no change. Of the nondurable goods 
industries, the textile group reported the sharpest drop. 


Anita R, Koprretson 
Division of Business Economics 


Manufacturers’ Inventories, Shipments and New Orders 


Source: Department of Commerce Index Numbers, 1939=100 
Percentage Change 
Tea June, 1947 ; July, 1946 
to to 
July, 1947 | July, 1947 
LOSES Soh Gai aE EMS OEM ieee eee +.4 +26. 
MOAreapte ZOOUS,..o. <5. okie cw eke ese cesses +31. 


Automobiles and equipment ............. 
Transportation equipment (except autos). 
Tron ia i steel on DEGCUCES SS. 5 Gict- ays a sears 
Nonferrous metals and products.......... 
Machinery, including electrical .......... 
PHONG UTED NC POOUS, o5ic. cies 0.0 feiss 010 wieieee 
Chemicals and allied products............ 
Food and kindred products.............. 
Paper and allied products................ 
Pe traleniny TEAMING, «oo 5.c.0c.c.s a0. 0108 wv niece 
Textile-mill products...............-000- 
Bitareprer EEE os dn c's clase» biol dw b|alo\chewieleleisie aie 
PREP MTSE) OOU Gioia se afesciets eicidieiete sie. a¥e'o cleo vst 
Automobiles and equipment............. 
Transportation Sy pene (except autos). 
Iron and steel and products.............. 
Nonferrous metals and products.......... 
Machinery, including electrical........... 
IAT SAINI IG POKES co aie. «ki aip salvia wble,o eléfe.ave 
Chemicals and allied products........... 
Food and kindred products.............. 
Paper and allied products................ 
Petroleum and coal products............. 
Mextie-anil) PrOdUCtS. «0. .5.<2 0000901000100 
PNR PTA cis 5 Ses > haps kaise oe aia'e 
Durable goods 
Iron and steel and products.............. 
Machinery, Rpecne ° electrical........... 
Nondurable goods. . 


1Revised 
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*Figures relate to the end of the month 
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were turned in during the first five-and-one-half 


months, but it is impossible to strictly determine the 
Ready Cash for periods in which the cash payments were actually 
spent. 
The effect of the redemption of the adjusted service 
Veterans 


bonds in 1936 was particularly reflected in the sales 
of apparel and general merchandise stores, rather 


EW VETERANS are heeding President Truman’s than in total retail sales." Department store sales rose 
advice to hold on to their terminal leave bonds. In slightly in July, 1936, from an index of 100 (1935- 
the first full month in which these bonds have been 1939=100) m June to 103, and then fell back to 100 
eligible for redemption, about $0.9 billion have been 1” August. The index of wholesale prices climbed from 
cashed. This amount constitutes 48% of the $1,865 79.2 In June (1926=100) to 80.5 in July, and to 84.2 
million outstanding at the beginning of September. ‘ie December . The Department of Commerce points 
It is as yet too early to evaluate the effects of this out that the year 1936 was the period of greatest 
latest injection into the nation’s spending stream. expansion in economic activity in the 1933-1937 re- 
The addition of more than $1 billion to consumer covery from the depression low. While the bonus was 
purchasing power at the present time is inherently one of the lesser expansionary forces, its contribution 
inflationary. Undoubtedly, consumer expenditures to the eles production and prices was undoubtedly 
will be higher because of the redemptions. However, important. 


considering that the annual rate of personal consump- d ae soa a oe sai cone ee i ee base's! 
tion expenditures during the second quarter of the RECSTHIEG ERO} MURS PED CCS HS ent treats eae aa 


year amounted to $159 billion, the cashing of the ‘ipa Pees rer as ness ris bia, a 
bonds may not cause too large a splash. If all the 149, ye ‘3 neg t e re Hee ia 11% ¢ ne :. 
terminal leave cash were expended, the percentage A SOE DOME CES CA ae Free CEOS ae 


added to total retail sales would be small. The $1.9 patate Daya 6% for house furnishings; 27% for 
home equipment, such as refrigerators and radios; 8% 


for clothing; 7% for motor cars and machinery; and 
4% for miscellaneous uses.® 


billion outstanding at the beginning of September 
amounted to 2% of 1946 retail sales, and 1.8% of the 
seasonally adjusted annual rate in the second quarter 
of 1947. In addition, bankers are reporting that many 
veterans are turning part of their payments into RATE OF REDEMPTION 


United States SRVINES bonds and into savings ac- These leave bonds were at first being redeemed more 
counts demonstrating, in a number of cases, that the rapidly than were the adjusted service bonds in 1936. 
total amount is not of immediate need. Replies by However, the method of payment has been simplified 
veterans questioned as to the outlay of the cash re- for the terminal leave bonds. Today, a veteran desir- 
ceived showed that “generally it would erase old ing to turn in his bond need only to present himself 
bills, pay the dentist, buy a badly needed chair, bol- at a bank. 

ster savings, and go to new-born babies.” Terminal leave bonds cannot be redeemed in part. 
‘ It Is difficult to determine how rapidly the money Veterans wishing to spend only a part of the bond 
1s being expended. Experience with the adjusted money are consequently putting some of their pay- 
service bond redemptions of 1936 cannot be utilized 1Survey of Current Business, August, 1947, p. 8. 

as a reliable criterion. About 75% of these bonds 2Tbi!, p. 24. 


The New York Times, September 3, 1947, p. 19. 3Commercial and Financial Chronicle, Jan. 25, 1936, p. 552. 


DISTRIBUTION OF ARMED FORCES LEAVE BONDS OUTSTANDING AS OF JUNE 30, 1947 


Source: Department of Commerce 


Veterans Holding Bonds Bond Value (face value plus accrued interest) 


Bond Denomination! aoe Cumulative demoutt Cnemniaire —- 
Distribution Distribution 
Thousands Millions of dollars 

POC LOU AGS 5 SEPA bees «tacos «steer cnr ote atten cl s.oieaeae 142 oe | 
SOO wit Se ciel ea5 Sa oH nn meu eave eRe el aye meres cle cterdENe 686 $7.3 
Se Re eae eT © Archit as arene: 1,215 66.1 
325-400 1,510 82.1 
425-500. » 1,667 90.7 
525-1,000 1,819 99.0 
EO Oe) Cee A ERR eS Soe) aha iee 1,838 100.0 


{Bonds are in $25 multiples (and a minimum of $50) with one bond to a veteran. 
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ments into savings accounts and savings bonds. Vet- 
erans of World War II receive one bond; veterans of 
the First World War were issued adjusted service 
bonds in $50 denominations, and had the choice of 
turning in any amount. The largest redemptions of 
the adjusted service bonds took place during the first 
two months. About 12% were held to the maturity 
date, June 15, 1945.1 

As of June 30, 1947, the average holding, including 
interest accrued, of the 8.5 million veterans who had 


1Testimony of Edward F. Bartelt, Fiscal Assistant Secretary of the 
Treasury, before Subcommittee of the Senate Committee on Armed 
Services; 80th Congress, First Session. Hearings on H.R. 4017. 


Survey of Business Practices: 


been issued armed forces leave bonds amounted to 
$216.1 More than half these veterans held bonds of 
$200 or less, and 66.1% of the total bonds value was 
concentrated in denominations of $300 and under. 
(See Table 1.) The amount of adjusted service bonds 
issued to approximately 3.5 million veterans of World 
War I totaled $1,847 million. The average amount 
received was approximately $530.? 


Brrnarp Moss 
Division of Business Economics 


'Survey of Current Business, Aug., 1947, p. 7. 
2Tbid., p. 8. 


Excerpts from Replies to Survey of 
Business Practices 
(See article on page 283) 


PRIMARY PRODUCTS 
Abrasives and Asbestos: Big Gain in Year 


“For the first half of this year our exports were approxi- 
mately 32% greater than for the same period last year. Our 
1946 exports were approximately double our best prewar 
year. Shipments to important prewar countries such as 
France and Italy do not go to make up our prewar figures 
to any appreciable degree. The restrictions imposed in 1947 
in certam Latin American countries have decreased our 
business in such countries compared with 1946. But imports 
to Scandinavia. the Low Countries and Switzerland have 
been active. There has been no abrasive business with the 
Soviet Union of any consequence, either in 1946 or this 
year.” 


“Foreign shipments within the next few months can be 
expected to decline possibly 15% in the last quarter as com- 
pared with the year’s average for the first three quarters.” 


“T do not see any possibility in the near future of domes- 
tic demand, in the abrasive field at least, filling the gap of 
falling export business created as the result of inability of 
foreign countries to pay.” 

“Through the Marshall plan, or some previously adopted 
interim emergency means, it may become imperative to 
continue or increase shipments of essential industrial goods. 
In that case, we might revert to some form of peacetime 
lend-lease purchasing by Washington, with its resultant 
complications for manufacturers whose particular brands of 
goods have been established abroad. If this form of buying 
is resumed, it will no doubt be on a basis of lowest price and 
quickest delivery and not always on a basis of the highest 
quality of goods or the particular brand of goods the buyer 
may desire.” 


Nonferrous Metals: Expect Moderate Decline 


“Our foreign shipments have held at a very steady level 
so far this year and are slightly higher than for the same 
period last year. It would seem that the rapidly developing 
exchange difficulties must have, during the next several 


months, some moderating effect upon our foreign shipments, 
as well as upon all foreign shipments. I can only anticipate, 
therefore, that their trend is likely to be downward.” 


“We are affected by the export markets of our customers 
since we furnish them with raw materials from which they 
make automobiles, electrical appliances, and thousands of 
other items for export. We believe that the peak of domestic 
demand is past, and we doubt very much whether the world- 
wide scarcity of the dollar indicates that exports can con- 
tinue to do anything else but fall. So, we expect a gradual 
sliding off from recent high levels of activity in American 
industries, but nothing catastrophic.” 


Steel Industry: High Demand 


“We have had no change in the trend of foreign ship- 
ments throughout this year. There is some indication of a 
slowing up in foreign buying but no concrete evidence has 
materialized. Our foreign shipments will slightly exceed 
those for 1946. Our shipments have been mainly to those 
countries to which the United States has been lending 
money.” 


“Our foreign sales this year have been almost twice as 
much as for the same period in 1946. There is no significant 
change in the type of work which we are doing nor in the 
type of customers from which we get contracts. Unless there 
should be wholesale cancellations, our foreign shipments 
should continue at the present rate for at least twelve 
months. Because of the present shortage of steel, we could 
sell for erection in the United States all the steel that we 
can get from the mills, including that which we are now 
shipping overseas.” 


“In the structural-steel bridge and building industry, the 
domestic demand could fill any gap created by the fall of 
exports. At present, the domestic demand is requiring all 
which can be produced by steel mills for our industry. The 
only thing about the export business which could affect 
us would be additions or whole new plants which other com- 
panies in other lines of business might build in the expecta- 
tion that the foreign demand would continue. Should the 
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foreign demand fall off and some of the companies not be 
able to replace it with domestic business they might cancel 
or delay the new capacity to an extent that would adversely 
affect our industry.” 

“T have no doubt that large additional loans by the 
United States would be reflected in a renewed demand from 
abroad for capital goods, which in turn would be felt by 
the steel industry.” 


METAL MANUFACTURES 
Automobiles and Parts: Shift in Foreign Markets 


“We have been affected by the existing dollar shortage 
in foreign markets but only to the extent that certain 
countries have temporary embargoes on all imports, while 
others are controlling imports by quotas. This has been 
mainly true in most of the British Empire and all of the 
South American countries with the exception of Venezuela. 
These restrictions will permit us to ship larger quantities 
of cars to other foreign countries. There is no indication 
that our total sales in export will diminish.” 


“Tf we were able to fill all domestic requirements the 
export business would be surplus business. At the present 
time and for the last three or four years what we shipped 
abroad was taken away from the domestic market. We do 
not think that this condition will continue. While impor- 
tant, our export trade represents a very small percentage of 
the total. To satisfy our car manufacturer customers, we 
must, of course, supply service throughout the world.” 

“We believe that the domestic demand for automobiles 
will exceed the productive capacity of the industry for at 
least the next two years. If the foreign market were en- 
tirely eliminated, the percentage now allotted to export 
could readily be absorbed by the domestic demand. Our 
export shipments have, over a period of years, varied from 
about 6% to 10% of total production.” ’ 

“Grants of additional credits to foreign countries would 
assist in maintaining export volume at a high level. If the 
credits do not serve to increase production in the coun- 
tries receiving them, there will not be much opportunity to 
increase imports. From the long-range viewpoint, some of 
the agreements negotiated abroad may well have a profound 
effect on American exports. For example, the recent com- 
mercial and financial agreement signed between Argentina 
and Czechoslovakia provides for the supply of considerable 
quantities of Czechoslovakian industrial products against 
Argentinian raw materials. Since the agreement stipulates 
payment to Argentina exclusively in Czechoslovak crowns, 
it would not facilitate international trade.” 


Electrical Machinery: On “Essential”? Lists 


“Our foreign shipments this year have been at least 
equal to the comparable period in 1946. Since machinery 
and equipment for putting plants into efficient operation 
are still being purchased and allowed to enter foreign mar- 
kets, our business has not been restricted. In certain coun- 
tries in South America, there has been a restriction on cer- 
tain classes of electrical equipment in the smaller sizes 
we manufacture. But the larger equipment we build is not 
manufactured in these countries, and no restrictions on their 
importation are in effect.” 

“Restrictions on foreign shipments have resulted in can- 
cellations. I do not look forward to much improvement 
until the international situation becomes more settled.” 

“We are unable to make shipments because of the fact 
that our export customers have been unable to get the 
necessary licenses and letters of credit to permit shipment. 
As foreign reconstruction progresses, our items will be 


needed and we anticipate a greater latitude. We do not 
know to what extent licenses will be available for the last 
quarter of 1947.” 

“The prospect of filling any gap made by falling exports is 
confined to one year’s backlog. A decline in exports would 
give us a chance to put ourselves in a better competitive 
position for domestic business. Our exports fluctuate with 
the curtailment or expansion of the heavy industrial equip- 
ment market abroad.” 

“By and large, I think the domestic demand will absorb 
any gap created by falling exports. We would regard the 
situation as favorable if exports could be enormously re- 
duced at the present time and picked up later on when we 
need them to maintain full production. However, our com- 
pany is dependent only to a very slight extent on foreign 
markets.” 

“There may be a slight increase in domestic demand for 
our equipment, and it may completely fill the gap created 
by falling exports. Our company has never depended to a 
large extent upon foreign markets.” 

“Tt appears to us that this country is taking all the im- 
ports that countries abroad can ship. Until our country can 
supply necessary machinery and raw materials to foreign 
countries and give them a productive capacity there will be 
no need for a change in import duties.” 

“T have no proposals to make to encourage greater im- 
ports, although it would be greatly to our advantage to 
make more foreign purchases. Outside of raw materials, 
there is not much manufactured merchandise available out- 
side the United States.” . 


Heating and Plumbing Equipment: Slight Decrease 
Expected 


“The trend of foreign shipments for this year is slightly 
greater (about 6%) than for the comparable period in 1946. 
We look for a slight decrease in foreign shipments during the 
next six months.” 

“We do not see any prospect of an increased domestic 
demand filling the gap created by falling exports.” 

“Export shipments constituted about 5% of our sales last 
year. We are in favor of encouraging greater imports in 
order to provide foreign buyers with additional dollar ex- 
change. Increased production by foreign countries seems 
to be not only the sole way in which these nations can 
obtain necessary dollars but is also the only way in which 
they can survive.” 


Hardware: Domestic Market Limits Efforts 


“Up to date, foreign markets have been willing to pur- 
chase more than we have been able to send. However, dur- 
ing the last three months there have been increasing diffi- 
culties with exchange and it is evident that foreign markets 
are steadily drying up.” 

“The trend of foreign shipments for the first six months 
of 1947 has been upward, and is about four times what it 
was for the first six months in 1946 (there was a prolonged 
strike in the forepart of 1946). The more significant changes 
have occurred in the sterling countries. No further changes 
are anticipated in the next few months.” 


“We could sell a great deal of our product for export, if 
we were not so busy attempting to keep the assembly lines 
of our domestic customers supplied with bolts and nuts. Our 
direct foreign business has been only in the nature of a 
token.” 

“Our total export business for the first eight months of 
this year is equal to 250% of the comparable period for 
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1946. We may not be affected so much by competition, but 
we can suffer from lowered consumption, or lower produc- 
tion by foreign plants.” 

“Our domestic demand is not affected by export, except 
on original equipment purchases of transportation vehicles. 
If export sales drop, then our domestic sales for export cars 
will taper off.” 

“Anyone engaged in international trade is aware of the 
simple fact that it has to work both ways. So we know we 
cannot continue to sell in the foreign markets unless the 
United States buys from those countries. We are investigat- 
ing the possibilities of developing some barter arrangements 
which will enable our customers to continue to receive our 
products. We feel it is vital for us to maintain.a continuous 
supply of merchandise to our foreign distributors if we are 
to keep our hold on our markets.” 


Industrial Machinery—General: Domestic Sales Could 
Offset Drop 


“Our foreign shipments this year will be many times in 
excess of what they were last year. The changes in the mar- 
ket are quite general and are not restrictive.” 


“The present backlog of domestic demand is sufficient to 
fill any gap of reasonable proportions which may develop 
from a falling off in foreign demand.” 

“We are in hopes of an increased domestic demand should 
a gap be created by falling exports. The export volume in 
connection with products which we manufacture and dis- 
tribute runs about 10% of our total.” 


“Tf the export business should be materially reduced we 
believe domestic sales would be that much increased.” 


“Large additional credits granted to war-damaged coun- 
tries will, of course, tend to maintain a high level of 
United States export trade. This will be of only temporary 
benefit. The present international situation is not one which 
can be permanently cured simply by supplying dollars, but 
requires building up of the export trade of most countries. 
The United States should do everything possible to increase 
the level of its imports and lend intelligent assistance to any 
sound program for making available goods which can be 
imported without detriment to our economy.” 

“The extension of additional foreign credits by our gov- 
ernment will have little effect on our business. Our foreign 
customers are usually able to finance their purchases from 
us or to secure the necessary financial help from the gov- 
ernment of the country involved.” 


Industrial Machinery—Special: Heavy Foreign Re- 
quirements 


“Our trend of foreign shipments has been upward this 
year and is greater than in 1947. We are unable to meet 
the requirements for export shipments and should be pro- 
ducing a much heavier output if we were to give complete 
satisfaction to our foreign customers.” 

“Equipment in our industry is considered a basic need 
and generally a good priority for dollar exchange has been 
given to foreign importers.” 

“Shipments are about the same as those for 1946.” 

“Demand from foreign countries and domestic markets 
is so great that we have developed an allocation system to 
equitably apportion our product. This allocation system 
will probably be required for the next eighteen months or 
two years.” 

“Our foreign shipments this year have been approximately 
equal to those for the same period in 1946. We note no 
significant changes at the present time, and we look for no 


change in the next few months. After that we imagine that 
our exports will substantially decline unless the Marshall 
plan or something similar to it is put into effect.” 

“The trend of our foreign shipments has been upward 
this year. What changes may occur will depend largely on 
developments in the international situation and upon ex- 
change restrictions growing out of the increasing shortage of 
dollars in many countries which have been buying heavily 
from the United States. Our product is in an exceptional 
position, marketwise. Its production was practically 
stopped for four years during the war, and a considerable 
portion of the world’s machinery of this character was de- 
stroyed or badly damaged during the war. There is, there- 
fore, a sustained, almost frantic, demand for this machinery 
because of the basic and highly essential character of the 
products made by it. From present indications this situa- 
tion is likely to endure for another two years or there- 
abouts.” 


“We have been able to allocate more equipment to the 
foreign markets this year. As yet, we do not notice any 
decline in foreign interests.” 


“We have had placed with us very substantial orders for 
export since the end of the war. Orders which we have been 
taking have been largely from South America, Central Amer- 
ica, Mexico and China. The orders from China are more or 
less held up owing to conditions over there, but we are being 
pressed for deliveries by our South American friends. We 
have had no diminution of demand from South America, 
although we are facing more and more difficulties with the 
exchange problem. We expect to be busy with these orders 
for the next three or four years. We believe that South 
America will be able to establish sufficient credit for essen- 
tial purchases. We would be doubtful of this if our orders 
were in Europe.” 


“This company has always been dependent upon foreign 
business to maintain a satisfactory level of production. Dur- 
ing normal prewar years, our manufacture for export was 
from 35% to 40% of total output. At the present time 
we are shipping nearly 70% of our total production abroad, 
but would state that we are doing this at the expense of the 
domestic market. 


“The domestic market could absorb the current produc- 
tion for foreign customers. But the backlog of outstanding 
domestic orders would be rapidly diminished and the normal 
domestic market could not absorb more than 60% of current 
production.” 


“Our company is not dependent upon foreign shipments. 
But we have made and still are making considerable ship- 
ments of mining machinery to England and France.” 

“There is no immediate prospect of a decline in the vol- 
ume of our export business. However, domestic demand con- 
tinues high and customers in this country would welcome a 
decline in our export business as an aid to filling their own 
requirements.” 

“There exists a sufficient domestic demand to fill any gap 
which would be created by falling exports. We ship nearly 
half of our production into foreign markets, and are very 
much dependent upon foreign exports.” 

“Even though our foreign business were drastically cur- 
tailed, demand from our domestic market would continue 
to give us substantial volume. Under normal conditions 
we export 20% to 25% of our product. Under conditions 
prevailing today, we are increasing our proportion of exports 
to about one third of our total business.” 

“We do not see any prospect of an increased domestic 
demand filling the gap created by falling exports. But we 
have a large backlog of domestic orders.” 
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“We would not welcome foreign credits to encourage 
exports. It would serve to increase the pressure on us to 
supply a greater proportion of our product to foreign cus- 
tomers. So long as the demand from abroad and in this 
country exceeds our capacity to produce, we prefer to con- 
tinue our own allocation system. Additional credits might 
serve a useful purpose if they were made available to other 
countries so that they could acquire tools to be used to 
increase their own production. This would be far sounder 
practice than a handout. 


“We would welcome increased imports from overseas as 
a basis for developing dollar exchange. This method is pre- 
ferred to any other means of providing foreigners with cash 
for the payment of American products.” 


“We are heartily in accord with the proposals to increase 
imports into this country. But foreign exporters must carry 
out a considerably increased program for educating the 
American public on the advantages of using their products 
as well as considerably increasing their merchandizing efforts 
in this country.” 


“We are naturally in favor of extending additional foreign 
credit, since it would put us in a position to obtain foreign 
business which we did not enjoy prior to the war when Ger- 
man manufacturers were our chief competitors in foreign 
fields. At the moment we cannot take care of pent-up de- 
mand. It would therefore be to our interest if additional 
dollar exchange were made available in those fields where we 


have not previously enjoyed substantial business for our 
machinery.” 


Machine Tools: Dependent Upon Exports 


“Foreign shipments for the industry have been running 
about 27% of total shipments as of the first seven months 
of this year. This compares with our own company figure 
of 38%. This is less than for last year because of the end- 
ing of lend-lease and UNRRA shipments. Unless steps are 
taken to overcome the shortage of dollars our outlook for 


ne next few months is for a further reduction in export 
sales. 


“Our foreign business for the last two years has been 
above normal. In the first six months of this year, it was 
about 20% of the total and in the first six months of 1946 
about 35%. This is a considerable decline. If it were not 
for the dollar exchange situation we would be doing much 
more business abroad. Demand seems to continue. If the 
financial situation could be straightened out, our foreign 
business would, we believe, increase considerably. We can 
see no great change in the next few months.” 


“We have been looking for some drop in our export busi- 
ness. This has particularly been generated by press re- 
leases of the slackening of export demand. Apparently, it 
all hinges on the ability of foreign countries to secure dollar 
exchange. We are still enjoying excellent foreign business, 
particularly for some of our specialized equipment. The 
trend has been excellent, rising from a point shortly after 


the close of the Japanese war. I think there will be some 
reverse of this trend soon.” 


“Any marked reduction in export sales will seriously 
affect our production. We are quite dependent on foreign 
markets.” 

“We do not see any immediate prospects of domestic 
business filling in the gap created by falling exports.” 

“What we are likely to lose in foreign business will prob- 
ably be lost completely. I doubt whether the domestic 
demand will be of sufficient moment to absorb the loss.” 

“Possibly additional foreign credits are necessary but it 
does seem as though there is a limit to everything. Greater 
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imports in order to provide additional dollar exchange is the 
better procedure.” 


Office Equipment: Foreign Restrictions a Factor 


“The trend of export business with us is upward and is 
not restricted to any particular market. We do not look 
for any appreciable decline over the next few months.” 

“Our foreign shipments through July of this year have 
been exactly the same in dollars and cents as in the similar 
period for 1946. By far the largest percentage of our for- 
eign sales is to the West Indies and Central and South 
America. Restrictions have made it difficult to sell in Eu- 
rope, with the exception of Belgium. Our foreign sales for 
the rest of this year should continue at approximately the 
same rate as in the first half.” 


“The trend of foreign shipments has been fairly good. 
Shipments are limited, however, by our ability to produce. 
We have more orders on certain lines than we can fill in 
the next two years, with the result that foreign shipments 
have been rather skimpy, and will continue to be. In so far 
as orders are concerned, the only limiting factors are our 
exchange and the inability of our foreign distributors to get 
government importation licenses. 


“The trend of foreign shipments for this year has been 
upward, but shipping restrictions of a direct or indirect 
nature have been a factor in reducing the volume which 
might have gone into the foreign field. We do not anticipate 
any changes in foreign shipments in the next few months.” 

“We could sell all our production to our domestic dealers. 
However, we feel obligated to make an allocation to our 
export people and are living up to the allocations set up 
in 1946.” 

“Our domestic sales are dropping considerably so I see no 
prospect of their filling the gap if there is a drop in our 
foreign exports. Our foreign business runs about 15% of our 
total sales.” 

“For a few months the American market will be able to 
fill the gap created by falling exports but this situation will 
not last for too long. It will be found that these decreasing 
export markets will affect American business.” 


“Until we reconcile ourselves to the fact that increased 
imports of foreign goods is the only solution to the problem, 
we fear that our general economy will be considerably dis- 


turbed. This company is prepared to expect such a situation 
to exist.” 


Railroad Equipment: Exports Important 


“There has been no appreciable change in the amount of 
foreign business for the year 1947 as compared with 1946. 
Some of the buying of railway equipment to rehabilitate 
European countries will not continue when these countries 
are able to handle this business themselves.” 


“Approximately 75% of our shipments for the first eight 
months of 1946 were for foreign countries. This percentage 
dropped to forty in 1947. The immediate future does not 
appear to be too inviting, although there are always inquiries 
and negotiations under way. Such negotiations usually seem 
interminable.” 


“Our business last month was about 23% less than it was 
in January of this year. We are expecting some further de- 
cline, but not so great as in the past. We hope our decline 
will not reach more than 25%.” 

“Domestic demand is at a very low ebb, so that any fall- 
ing off in export orders is not expected to be replaced in the 
domestic market. In so far as locomotives are concerned we 
are almost 100% dependent upon foreign demand.” 
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“We do not believe we can expect the increased domestic 
demand to fill the gap created by the falling exports.” 

“We are not in favor of lending money to cover the pur- 
chase of our exports if these loans cannot be repaid. It 
would be better to label such ‘loans’ as gifts rather than to 
have foreign countries default in payment. It is most im- 
portant that foreign countries be helped to establish their 
own economies so that they will be at least self-supporting.” 


“Unless our exports can be balanced by imports or serv- 
ices performed by our foreign customers, I see no advantage 
to us in giving our goods away.” 


OTHER MANUFACTURES 
Chemicals: Increased Business 


“We did very little export business in 1946. We did 
much better in the first six months of 1947. We anticipate 
that there will be little change over the remainder of the 
year and that we will continue to export to the countries 
which are currently using these raw materials. The export 
business for concerns who manufacture finished articles has 
almost completely closed down.” 


“Our foreign business this year has been steady and 
compares favorably with last year. There have been no 
really significant changes, although we expected significant 
changes in our business with most parts of the British Em- 
pire. We expect increasing difficulty in the next few months 
owing to dollar shortages.” 


“Export business for the first six months of the year 
was almost 50% greater than for last year. The increase 
has been general and not restricted to a particular market. 
However, it now appears that the trend is downward.” 


“We do not believe that the expected falling off in exports 
will be matched by an increased domestic demand. We have 
ample capacity to take care of all domestic and export 
demands, 


I have recently had the opportunity of talking to Euro- 
pean acquaintances engaged in import and export businesses. 
They are all quite willing to import increased amounts of 
various products providing the dollar exchange is made 
available. When pinned down as to the ways dollar ex- 
change can be made available, they always indicate that 
the United States is the expected source. I cannot see what 
we gain by making gifts of our products to foreign coun- 
tries. I lay emphasis on the gift viewpoint because I do 
not see any possibility of a general recovery abroad which 
will bring along a retirement of borrowings from the United 
States. The only outlook seems to be cancellation.” 


Floor Coverings: In Big Demand 


“Our products are in much demand in most parts of the 
world. Inquiries have even been received from Eastern 
Europe. Dollar shortages, however, are closing many coun- 
tries to imports of our products, but where dollars are avai!- 
able the demand exceeds our export allotments. Should 
foreign shipments cease, the allotments therefore would 
have practically no effect on the domestic market situation.” 


Food: Heavy Domestic Demand 


“Exports of meat and lard are restricted by government 
licenses to a very small part of our production. The industry 
has been exporting the full amounts allocated.” 

“During the war and since, we, and I assume all other 
candy manufacturers, have been besieged with inquiries 
from all sections of the world asking for merchandise or the 
authority to represent us in the sale of our goods. This was 


brought about to a large degree by the wide distribution of 
American confectionery through the Army and Navy pur- 
chases. We are getting letters from Germany, Poland and 
other countries stating they have got our name from a 
package of our candy. Some of this candy was packaged 
for the Quartermaster Corps and shipped by them to post 
exchanges. Becoming in excess supply, it was used in the 
rehabilitation of countries that were short of food. If we 
could take advantage of these inquiries, we could greatly 
increase our export business today. The domestic demand, 
for this autumn at least, is almost beyond the power of 
the industry to fill and I doubt whether much additional 
supply of candy will go into export.” 


“Domestic demand would fill any gap created by falling 
exports because prices would immediately adjust them- 
selves to bring this about. Even if all exports were cut off, 
the price reduction required to move the product into 
domestic production would be very small. We are very 
dependent on exports at the present time, as our products 
are decidedly scarce.” 


“There cannot be any appreciable increase in domestic 
demand to take the place of falling exports of flour. Our 
company is decidedly dependent on foreign markets for 
prosperity.” 

“Our company has never been dependent upon foreign 
markets and before the war our export trade was not more 
than 1%. In the industry, there are a few of the old-time 
companies with well-known packaged items that had an 
export market, and even there I do not believe that it 
amounted to a very high percentage.” 


“On the general question of additional foreign credits, I 
am concerned lest we are encouraging or even requiring the 
borrowing governments to set up totalitarian controls which 
are not only undesirable from the standpoint of world politi- 
cal trends but which tend to perpetuate the need for outside 
aid.” 


Leather and Products: Not Important Outlet 


“Our limited foreign markets represent shipments to 
South America, Mexico, the West Indies, Cuba, the Philip- 
pines, and Hawaii. In these markets our business has been 
picking up rather satisfactorily. However, we have little 
dependence on foreign markets.” 


“Our foreign shipments are larger this year than at any 
time in our history. Today, about 2% of our volume is 
exported. We believe that foreign shipments are likely to 
slide off because of the shortage of American dollars. Foreign 
trade contributes so much to the general economy of this 
nation that if it is substantially reduced we will feel it 
throughout the nation.” 


Lumber and Products: Foreign Sales Rationed 


“The trend of shipments has been consistent in 1947. 
Shipments by our industry are for the most part controlled 
by the number of export licenses issued by our government. 
We do not look for any changes in the next few months 
unless export licenses are increased and substantial addi- 
tional dollar credits are provided.” 


“Our exports have been restricted to approximately 3% 
of total shipments. Export shipments have therefore been 
held to an almost negligible percentage of our total produc- 
tion. Therefore, any falling off in export shipments cannot 
in itself be an important factor. The domestic market can 
easily absorb all of this volume.” 


“Tf some relief abroad is necessary, it should be wisely 
supervised and the recipients forced to follow a constructive 
work program which will put them on their feet. The exten- 
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sion of loans which will never be repaid or overliberal credit 
is not the answer to a sound world economy.” 


Paper and Paper Products: No Significant Change 


“Our exports this year will be less than last year. We do 
not expect to export any more paper during the remainder 
of the year. We doubt very much if we will export any 
at all in 1948.” 


“Shipments this year have been running below year 
earlier figures. Last week the Australian Government 
announced a ban on imports of these papers: carbon, 
cartridge, transparent wrappings for tobacco manufactures, 
copying, cover and pressings, duplicating, gummed sheets 
and rolls, marble and foil, vegetable parchment, roofing and 
sheathing, surface-coated and box makers, fruit wrapping, 
paper hangings and wall paper, paper for use in the manu- 
facture of toilet paper. This action will probably be paral- 
leled by other governments unless dollars are made available 
through the international money market.” 


“The present shortage of dollars in all foreign markets 
will inevitably result in restriction of purchases. Any decline 
will logically be felt first in so-called luxury articles. How- 
ever, as European countries increase their production, they 
will no longer find it necessary to import from us the present 
volume of raw materials, and some manufactured goods.” 


“Our shipments, which are very minor in relation to the 
whole, are the same this year as they were last year.” 


“We have received a tremendous number of inquiries for 
paper for export since the close of the war, but these in- 
quiries are now slowing down. There is apparently an in- 
crease in exchange problems which causes many orders to 
be transferred from one country to another. This seems to 
be general. The demand for paper still exceeds the capacity 
to produce, and we do not believe there will be any letdown 
in orders for some time to come.” 


“We have shipped a substantial amount in 1947. We have 
restricted our shipments to the Philippines, China and Cuba, 
and we are hopeful of shipping a certain amount of tonnage 
to South American countries during the next few months.” 


“Since the export of paper and paperboard from the 
United States has never been substantial in relation to the 
domestic consumption, the falling off of exports will make 
no significant change, in our opinion, in the supply of paper 
available for United States consumption.” 


“Our particular operation is dependent to only a very 
small degree on foreign markets, since our export tonnage is 
negligible. However, about 9% or 10% of the paper made 
in our field is exported, so there is an indirect effect on our 
situation depending upon the strength of foreign markets. 
So far, there has been sufficient demand in the domestic 
market to make up losses for exports.” 


“We do not see any prospect of an increased domestic 
demand filling the gap created by falling exports. We realize 
that the dollar balance in most foreign countries is becoming 
lower and lower, and unless we can find goods for import 
from those countries we do not believe that this country 
can hope to continue shipping for export.” 


“We are not too concerned about the drop in exports. 
The American market is still short of a good many items, 
and a drop of even 20% in exports from the present level 
could very easily be taken up by the domestic market.” 


“If this country expects to continue to export on the 
basis of $15 billion to $17 billion a year, it most certainly 
must increase loans to the countries to which we export in 
order that they may have the dollars with which to buy.” 


Rubber and Products: Trends Differ 


“The trend of foreign shipments during 1947 has been 
downward. This has been owing to the fact that in our 
type of business there has not normally been a big export 
market. 


“Our foreign business for 1947 has been in excess of busi- 
ness for the comparable period in 1946. It is very difficult 
to make any predictions as to what changes may take place 
in foreign business in the immediate future in view of the 
many conflicting factors affecting international trade.” 


“Our export sales in the past twelve months have to- 
taled 3%. Therefore, we have not depended upon foreign 
markets. In our industry, the domestic demand is now in 
balance and we do not believe it will be increased. Therefore, 
it will not take up this gap created by falling exports.” 


Textiles: Affected by Restrictions 


“The recent flurry in the export business in our particular 
line of merchandise is already ending and we believe it will 
soon cease to be a factor.” 

“Our experience in the little contact we have had with 
selling in foreign markets is that the tight dollar ex- 
change and restrictions are making this business somewhat 
precarious and a little uninviting.” 


“Our foreign shipments for this year are considerably 
in excess of those for 1946. This is largely because our 
production has been considerably increased. Shortage of 
textiles accounts for reduced production in 1946, and the 
volume is still below prewar. We are not expecting any 
great increase in foreign shipments for the next few months. 
As production approaches normal, we will expect to en- 
counter increased sales resistance in some foreign markets.” 


“We do not own any of the goods which we process, but 
have been exporting a great quantity of goods for our cus- 
tomers. I would say that between 15% and 20% of the 
goods which we are now holding are for the export market. 
Prior to the war we did hardly any export business.” 


“Direct foreign shipments with us have almost entirely 
ceased. We did some business with the Scandinavian coun- 
tries, but they are getting so short of dollars that they can- 
celed all orders. We do not look for any increase in foreign 
shipments for some time, if at all, because we never catered 
to this market. During 1945 and 1946 we were flooded with 
requests from exporters, but this year none of them seems 
interested.” 


“As exports decline, we are not at all sure that we will see 
an increased domestic demand. However, the domestic de- 
mand is now somewhat in excess of what we can supply. 
Our export business has always been comparatively small. 
We do not think that we are really dependent upon it, but 
consider it as a part of our business which might help to 
sustain the normal volume when conditions in this country 
are not up to par.” 


“We do not think increased domestic purchases will fill 
any gap created by falling exports, although we think de- 
mand may be there. Prices are too high, because costs are 
too high. Costs are too high because of artificial prices for 
commodities, and a slowdown in production per dollar ex- 
pended for labor.” 


“We are somewhat surprised at the very active foreign 
demand for our products which are comparatively high in 
price and which we would expect to move with some diffi- 
culty in markets where economic conditions are reported to 
be bad, Apparently, our high prices are more than offset by 
inflationary situations even in countries where industrial 
activities are said to be very upset.” 
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